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Outline of Recovery .... 


From his wide experience as a national correspondent and his first- 
hand contact with all phases of government, David Lawrence, editor 
of The United States News, makes an outstanding contribution to 
“depression and recovery” literature. His new book, “Beyond the New 
Deal”, is so informative and rich with constructive suggestions that it 
should be on the “required reading” list of every adult. 


The author undertakes a simple explanation of our major New Deal 
policies and accompanies them with a critical analysis showing wherein 
they must be amended if recovery is to come. His arraignment of the 
spoils system of politics, his painstaking study of budget problems, his 
prediction of a modified gold standard, his suggestions toward enlarge- 
ment of our markets—all are keenly interesting, Mr. Lawrence deals 
forcefully with the controversy over whether the profit system is to 
stay and urges a wider distribution of tax burdens without strangling 
initiative. Dismissing fears of Communism and Fascism, he declares 
that we are moving toward a “working liberalism”. 


We can supply any book obtainable! 


Secretary Wallace Speaks .... 


Even if “New Frontiers” were not written by one of the “key men” of 
the administration its candid, intelligent treatment of farm problems 
should assure it a hearty reception. In a clear-cut manner, Secretary 
of Agriculture Henry A. Wallace reviews Republican farm policies, 
explains AAA activities and offers his judicious opinions and prog- 
nostications. If you are interested in commodities, commodity stocks 
or farm income and buying power you will value this volume. 


Unlike many ambassadors from the Mid-West farming districts, he is 
solidly opposed to inflation—viewing it as bringing inevitable disaster. 
He strikes a blow at the plowing under of cotton and the slaughter 
of pigs and cattle. The reader can learn much from his straight- 
forward discussions of acreage reduction, tariffs, price structures, 
processing taxes and international payments. With tremendous ex- 
pansion in European agriculture, fostered by government subsidies, it 
may be a long time before our surplus is again bringing a fair price 
in world markets. 


Send for our latest list of worthwhile books! 


Appraising Securities... . 


In the three months since its publication, “Security Analysis” has won 
widespread acceptance as an authoritative treatment of those factors 
which must be weighed in determining the investment and speculative 
merit of a stock or bond. This book includes a critical examination 
of investment theories, laying primary emphasis on present-day con- 
ditions and the significance of recent events. In a concise manner it 
endeavors to provide the investor with definite material he can use in 
reaching a sound decision. 


Especially important is an intensive survey of income-account and 
balance-sheet analysis—with particular stress on the detection of abnor- 
malities which might easily be overlooked. The role of arbitrarily 
determined items and the influence of technical elements upon the 
appraisal of reported earnings are also treated. More than 100 actual 
examples are used to illustrate the various points. You will find 
“Security Analysis” a practical market instrument for the selection of 
securities and the establishment of tests of safety and attractiveness. 
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How Much Is It Worth 





to you to always know which 
companies offer the soundest 
profit possibilities—w h ich 
industries are progressing— 
which are at a standstill—if 
there are danger signals on 
securities you are now hold- 
ing? 


Adjustable Stock Ratings 


include all these vital facts 
on the 1500 leading stocks 
listed on the New York Steck 
Exchange and Curb Market 
—as well as leading bank 
and insurance stocks. 


Ite112 Pages Revised Monthly 


of brief statistical reviews, of 
expert ratings, and individ- 
ual comments, leave you in 
no doubt as to your prospects 
—extremely important in to- 
day’s markets. 


Now—Only $2.50 a Year 


will bring you Adjustable 
Stock Ratings — published 
the 15th of every month— 
the most complete, most fre- 
quently revised information 
you can possibly secure— 
equal to services costing up 
to $40 and $50 a year — or 


more, 


Mail This Coupon Today. 
The MAGAZINE of WALL STREET 
90 Broad Street, New York 
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Concerning Speculation 


“than seven years ago a Presi- 
of the United States virtu- 
gave his blessing to the then 
eculative boom by express- 

g tl nion that brokers’ loans were 
nov wo high. 

Today a President of the United 
States voices his sober conviction that 
speculation is largely a thing of evil 
and warns the publie that “the average 
person almost always loses.” 

In the first instance stocks were ab- 
normally inflated and certain before 
long to fall of their own weight. In 
the second instance stocks are abnor- 
mally depressed and are certain ulti- 
mately to rise. In both instances the 
official attitude reflected a public mood 
which is given to cycles of fluctuation 
no less extreme than the market cycle 
itself. 

The fact is that the stock market has 
been under fire after every financial 
crisis. It is human to blame specula- 
tion itself for the headache, rather than 
one’s own immoderate and foolish use 
of it. 

After the 1907 panic, public and 


politicians—including President Theo- 
dore Roosevelt—howled for reform of 
speculation. There were six months of 
investigation by a fact-finding commit- 
tee appointed by Gov. Charles E. 
Hughes of New York. That commit- 
tee had no political ax to grind. It 
found that speculation, including short 
selling, performed a useful and neces- 
sary economic function. Besides, business 
recovery was well under way by the time 
the committee made its report and the 
public attitude was more reasonable— 
so much so that it was thinking of 
possible profits rather than of past 
losses. It promptly forgot both its 
headache and the committee’s learned 
report. 

The more recent speculative head- 
ache, of course, was a much more 
severe one, and that is why we find the 
Government clamping regulation and 
reform upon the stock market—in re- 
sponse to the popular mood—and do- 
ing so, paradoxically, under an Admin- 
istration which is the greatest specula- 
tor of all in its confident manipulation 
of the price level, of wages and hours 


of labor and of the monetary system 
itself. 

What the Government is doing and 
will do in its own vast speculations is 
quite certain to influence the public’s 
speculation far more than can any 
words of the President. Manipulation 
may or may not be completely abol- 
ished by the S E C, but the market will 
always be here, will always fluctuate 
with the ebb and flow of human hopes 
and fears, will always pay profits to 
the shrewd, will always deal losses to 
the foolish. 

Is speculation dead? We saw it leap 
to convulsive life in the spring and 
summer of 1933. We see it sitting up 
and taking notice today. Stocks have 
gone up since Mr. Roosevelt took his 
last shot at speculation. It happened 
that he talked of other things also. 
The other things contributed more 
powerfully to bullish speculation than 
his invocation against it. As a market 
prophet, the canny Mr. Coolidge was 
wrong. Perhaps Mr. Roosevelt is 
equally wrong in his estimation of the 
speculative risks that now lie ahead. 
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Subscribe Now! 
You Can Still Get This Timely Book — Free 


This book is not for general 
sale. 


It was prepared for The Maga- 
zine of Wall Street subscribers, 
and because of the cost of pre- 
paration and publication, it can 
be offered only with yearly sub- 
scriptions. 


If you are a new reader—or if 
you do not read The Magazine 
of Wall Street regularly — this 
160-page book can repay you 
many times over for the time 
you give to it. 


Important in Today’s 
Markets 


“The Business of Trading in 
Stocks” can offer you a clear, 
authoritative understanding of 
the methods that make for suc- 
cessful investing and trading un- 
der new market conditions—en- 
able you to act with sureness 
and speed. 


This book was written by two 
of The Magazine of Wall Street’s 
best-known experts. It is now 
in its 8th big edition—complete- 
ly revised and up to date. 


It begins with pointers on dis- 
covering the program best suit- 
ed to your individual abilities— 
takes you through the various 
phases of a typical market cycle 
—shows the actions of repre- 
sentative stocks. It discusses 
price movements and _ turning 
points—the law of averages— 
charts and mechanical systems 











“A COPY OF THIS BOOK.” 
IF YOU ACT, NOW 


FRE 


The Business of Trading in Stocks 
By John Durand and A. T. Miller 


Including a Formula for Determining 
Common Stock Values in This Second 
Phase of the Economic Cycle. 


—How to develop the methods best suited to your 
requirements. 

—The methods employed by veteran operators and 
skilled traders. 

—Profits on the short side. Converting paper profits 
on the upside. 

—Buying on reactions. Detecting buying and selling 
levels. 

—tThe principles of tape reading—effects of supply 
and demand. 

—A discussion of the principles which give corrobora- 
tion of price movements and turning points. 

—tThe value of statistical observations as used by life 
insurance companies and in banking. 

—The purpose and value of line charts, unit charts 
and loop charts—how to make and use them. 

—The gauging of external factors—business baro- 
meters, industrial analyses, commodity prices. 

—Acquiring familiarity with individual stocks—seek- 
ing out-of-line opportunities—pyramiding and aver- 
aging. 

—tThe opportunities in rights, arbitrage, and ‘‘puts 
and calls’’. 

—tThe probable profits the trader may look for. 

—AND a simple mathematical formula for determining 
common stock values—their buying and selling 
points. 








Fill in and Mail This Coupon Now 


—shows you how to make charts 
and use them. The entire field 
is covered, including the little- 
known opportunities to be found 
in rights, arbitrage and “puts 


and calls.” 


Also — Free 
Privileges 


By mailing the coupon without 
delay you can still receive a copy 
of “The Business of Trading in 
Stocks” by return mail—and the 
next 26 issues of The Magazine 
of Wall Street throughout the 
coming year. Your yearly sub- 
scription will also bring you the 
full privileges of our Personal 
Inquiry Service—enable you to 
write or wire for impartial views 
on any securities you hold or 
consider buying. You are only 
asked to limit your inquiries to 
not more than 3 listed stocks 
or bonds at a time in order to 
facilitate prompt replies. 


Don’t Put Off 
Subscribing 


Take advantage of this offer 
which enables you to personalize 
the work of The Magazine of 
Wall Street to fit your particular 
requirements. It enables you to 
keep constantly informed on 
your investment status and 
might easily mean the difference 
between making or saving hun- 
dreds or even thousands of dol- 
lars, 
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— The Thirty-Hour Week 

— Dealing With the Unknown 
— Magnanimous Reds 

— Socializing Debt 

— Rift in the Rail Clouds 


OST economic fal- 

lacies have more 

lives than a cat, 
and so it is with the present agitation for a compulsory 
thirty-hour week in industry. The folly of this alleged 
“remedy” for depression and unemployment has been 
convincingly pointed out by innumerable competent 
economists and business men. Nevertheless we have 
recently seen the American Federation of Labor, in 
convention assembled, plump once more for it and 
announce that it will make a fight for it. It is a fore- 
gone conclusion that not a few of our “statesmen” in 
Congress will support it. 

Of what use is argument or discussion when men 
ignore practical experience itself? In N R A we have 
had an actual trial of the theory of an arbitrary short- 
ening of the work week. Even in that limited applica- 
tion it raised costs and prices excessively and, thereby, 
proved a brake on recovery and re-employment. ™ 


THE THIRTY-HOUR 
WEEK 
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The Trend of Events 


method having signally failed to promote recovery, the 
thing to do—says the A. F. of L.—is to apply it more 
drastically. 

We commend to the sober attention of the Federa- 
tion the following bit of economic common sense: 

“Our fundamental difficulty at present is that Amer- 
ican industry is not producing enough to maintain our 
people at a decent standard of living. Our real income 
is the total volume of goods and services we produce.” 

Where is this statement contained? In the most 
recent monthly press release of the economic and sta- 
tistical bureau of the American Federation of Labor! 


~~ 


DEALING WITH : | ‘HERE is too much of 
THE UNKNOWN a tendency to accept 
wholesale conclusions 

that the acute economic troubles of this period of de- 
pression are to remain with us in more or less chronic 
form. This attitude has characterized every depression. 
Among our relief agencies it seems to be accepted that 
we must inevitably have a perpetual large-scale unem- 
ployment problem. It is possible that such may be the 
case—it may even be a continuous incident of pros- 
perity, due to the endless flux which marks the progress 
of modern economy. There is at this time no way of 
knowing either the nature or the dimensions of the un- 
employment that may be the continuous price of 
progress. At present we can not see the ocean for the 
ives. It is a waste of time and energy to attempt to 
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Laurence Stern 








draw up a program for the unknown and currently un- 
knowable. The present acute form of unemployment 
presents a problem which calls for all the intelligent 
brain power that can be mobilized. It may be with us 
for several years. It is being dealt with in a hit and 
miss style, resulting in waste of resources without ade- 
quate results. This was inevitable, considering that 
during the prosperous years we had not worked out 
a considered program of meeting an emergency. But 
the fact remains that while the public is spending bil- 
lions for the relief of the victims of unemployment the 
results are not satisfactory from the viewpoint of either 
those who pay the bills or the recipients. The unem- 
ployed are not, on the whole, getting justice; on the 
other hand, relief has actually interferfed with the 
progress of private enterprise. Relief methods pauper- 
ize some and degrade others. There is room for vast 
improvement with the urgent job we have had on our 
hands, before we tackle tomorrow’s unknown and per- 
haps non-existent problem. 


—_ 


MAGNANIMOUS T will be reassuring to par- 
REDS lor socialists to know that 

when the American social 
revolution comes they are not to be unrewarded for 
their personal sacrifices. When the Bolsheviks came 
into power in Russia the Muscovite brand of parlor 
pinks got little besides the gate when their property 
was confiscated. We judge from a letter from the 
People’s Lobby at Washington that the American pro- 
letariat will be more inclined to follow the program of 
the left wing of the British Labor Party, which is 
seriously thinking of providing the expropriates with 
government jobs, if they are not too old to work, and 
with “adequate maintenance” if they are old and 
feeble. Little is to be paid to private owners of prop- 
erty, but the magnanimous Reds will, so they say, pro- 
tect them from want. We hope, for the sake of capi- 
talism, that the People’s Lobby will not come out defi- 
nitely for this policy. We know quite a few rugged 
individualists, bowed and bent under the burden of 
property in these times, who would be glad to trade 
their responsibilities for a soft job or a secure home. 
There might be a wild stampede to the red banner of 
the Socialists if they would adopt a program of charity 
for down-trodden capitalists. 


=~ 
SOCIALIZING N pursuance of its variegated 
DEBT policy of simultaneously chas- 


tising and helping business, the 
Government stands ready to extend all RFC loans 
for as much as five years. In effect it says that busi- 
ness men who have borrowed from RFC need not 
repay until good times have returned. We are not 
disposed to belittle this offer; on the contrary we be- 
lieve that it will have a salutary effect. Nevertheless, 
we see in it some support for an apprehension which 
we have long entertained; namely, that in the end the 
Government will absorb the burden of private debt 
which it is now relieving in so many ways. This would 
amount to socialization of debt. It is not impossible 


ees 


to imagine that the debts the Government is now © 


assuming may one day be written off its bills receivable 
account. Indeed, with respect of farm land mortgages 
there is already in Congress considerable backing for 
proposals which tend in that direction. The Govern- 
ment is notoriously a Shylock in the collection of debts 
from isolated individuals, as for instance, income taxes, 
but when it comes to collecting from persons who fall 
into politically powerful groups Congress has the last 
word—and Congress is almost invariably demagogic. 
It is not conceivable that the Government would ever 
evict a million farmers. It could not; indeed, it should 
not. R FC loans to banks and other corporations may 
be very different in this respect, but it will at least be 
an uncongenial task for the Government to take steps 
which might restore the plight it has relieved. 


——_~ 


AILROAD _ executives, 

most gloomy of busi- 
ness men only a short 
while ago, now seem to feel that they have seen 
the worst of their troubles and that better days 
are ahead. It is a smile and a pat on the back from 
the New Deal that has wrought the transformation. 
What is to be done to repair the damage inflicted upon 
the carriers by the Administration’s cost-raising policies? 
No one appears to know. Probably President Roose- 
velt himself does not precisely know. But we do know 
that the railroad problem has been frankly presented 
to him and that he responded with an attitude of 
friendly co-operation. This is highly gratifying, but 
leaves a specific program yet to be formulated. 

The word has gone out that the President is opposed 
to government ownership of the carriers. The RFC 
has let it be known that it will be liberal in lending 
to weak roads to forestall reorganizations, pending a 
business and traffic recovery which Washington still 
hopefully expects and which—far more important—it 
is now trying to bring about in its adoption of a con- 
ciliatory attitude toward capital. It is expected that 
Co-ordinator Eastman will have a constructive program 
to suggest to Congress after it assembles in January. 
There is a strong indication that this will include Fed- 
eral regulation of all common carriers now competing 
with the rails and proportionate taxation of them. 

The ogre of government ownership has faded into 
the background. Some upward revision of freight 
rates, even though it be less than the 15 per cent asked 
for by the roads, is a probability. 

All in all, there are good reasons why the rail 
executives can breathe easier, even though they will 
not be out of the woods until traffic climbs back toward 
normal. 


RIFT IN THE 
RAIL CLOUDS 


=~ 


THE MARKET UR most recent investment 
PROSPECT advice will be found in the 
discussion of the prospec- 
tive trend of the market on page 8. The counsel 
embodied in this feature should be considered in con- 
nection with all investment suggestions elsewhere in 
this issue. Monday, October 22, 1934. 
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‘As I See It 


—~ By Charles Benedict 





A Smile for the Stepchildren of the Administration 





“S has grasped eagerly at the olive branch 
ry ! it to it. It is pleasant once more to be told 
siness men are decent people,—that initiative 
and courage have some value in this world. Possibly after 
this first phase, business may even be told that its brains and 
experience can be of some help to lift the country out of 
the depression. 

I have talked with many business men recently, and | 
was amazed to find their thinking process so honest and 
their ideas so constructive,—possibly because for so long 
we have been told that they were bandits and gangsters,— 
that the useful citizens of this country consisted of the pro- 
letariat, college professors and politicians. 

Business has been starved for a little appreciation—even 
a little flattery would have gone very nicely. The effect of 
the slight encouragement it has received in the form of a 
more friendly and co-operative attitude on the part of the 
Administration has been electrifying. Not only has it 
stirred dying energies to life, but under this inspiration the 
confidence and some of the courage of the country at large 
has returned. There is no question that conditions look 
better than they did a few months ago,—and it seems likely 
that if private business is given half a chance things will 
become increasingly better next year. 

Certainly it would seem 
that the brains which have 
} solved the problem of produc- 
| tion, giving the world the po- 
© tential capacity to fulfill the 
| requirements of all its people, 
| should be encouraged to solve 
© the great remaining problem 
| which has disturbed the equili- 
~ brium and checkmated the re- 
> covery of all nations—that of 
| distribution. 

Until it is solved it is not 
| hard to understand how the 
© inability to secure the barest 
© living in a world of plenty 
> must exasperate and unbalance 
© the judgment of the sufferers. 
How they must feel toward 
those who have had control of 
the situation, who received the 
© great rewards, and who yet 
have not been able to solve 
this great problem. Possibly 
» it is because these leaders have 
> loomed as Gods rather than 
) men of clay,—and the disap- 
| pointment is greater because 
| of the disillusionment. 

In his recent fireside talk, 
the President referred to the 
progress made in England. It 
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would be well to remember that this is due to the sincere 
and ardent co-operation between the government and 
industry. It has been helped by the deflation of radical 
ideas, for after the Labor party finally came into power and 
was brought face to face with realities, it became more 
conservative than the Conservatives. England's progress 
thus far has not sprung from oppressive governmental regu- 
lation nor competition with industry. It has not sprung 
from a national maligning of bankers and business men, 
but from a joint effort. 

That is why the present tendency to overcome such fric- 
tion is so encouraging here. Perhaps we may look forward 
to still further broadening in fundamental policy. Is it 
too much to hope that the realization has finally come 
that in drawing steadily on the basic assets to perpetuate 
the weak ones we have merely weakened the structure; that 
in our groping we have grasped at straws, disregarding the 
basic and fundamental truths which alone will help us 
overcome our difficulties? We have taxed the savings of 
those who have been farsighted and thrifty, for the benefit 
of those who have been profligate and thriftless. We have 
encouraged the unthinking and disregarded the able. We 
have so disheartened and confused business in order to con- 
tinue the economic lives of the weak that we have slackened 
the process of general recovery. 

It is these tendencies which 
have constituted one of the 
most serious threats of our 
times. They have destroyed 
the initiative of the fit and en- 
couraged the unfit to utter 
shiftlessness. Are we at last 
awakening to that fact? There 
is hope that we are. The 
President has recently recog- 
nized that private initiative can 
provide the chief motive power 
of recovery. Let us hope that 
he will be so impressed by the 
change for the better which 
has followed his words that he 
will go further in this direc- 
tion, relieving private enter- 
prise from Governmental in- 
terference, the crushing load 
of taxation and the competi- 
tion of the state in industry. 

We cannot afford to dull the 
keen desire for accomplishment 
which has been the backbone 
of our progress. We are care- 
less of our destiny if we deny 
the just reward of effort,—if 
we adhere to the great stu- 
pidity—that all men are born 
equal, physically and mentally. 
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q Prices Respond to More Confidence in Business 


q Character of Next Congress an Increasing Uncertainty 


How Far Can This Market Go? 


By A. T. MILLer 








HE stock market has ex- 
perienced more than 
four weeks of irregular 

advance from the low point 
of mid-September, which point 
virtually coincided with the 
low of the decline of last July 
and thus represented the third 
successful test of the bottom 
line of that somewhat tiresome 
trading range which has pre- 
vailed since October, 1933. 
On the negative side, there- 
fore, we have strong evidence 
of a level of buying support 
not very far under the present 


DuPont 

Borden 

General Electric 
Gulf Oil 

National Lead 
Union Carbide 
Lake Shore Mines 


Stocks Recommended for Current 
Purchase 


recovery of the industrials, 
pausing approximately 2 
points, on the average, under 
the best level of August. Since 
the present phase of rally is 
founded on what may be re- 
garded as at least a tentative 
revival of orthodox speculative 
confidence—rather than upon 
another whiff of inflationary 
moonshine—nothing would be 
more conducive to near-term 
optimism than for the rails and 
industrials to march up to 
gether in decisive attack on 
the August resistance levels. 


Commercial Credit 
Great Western Sugar 
American Cyanamid 
Continental Oil 
Liggett & Myers “B” 
Pillsbury Flour 
United States Gypsum 








position. On the positive side, 
unfortunately, the market 
shows somewhat less conviction. It believes, obviously, 
that the outlook is somewhat brighter because of cumula- 
tive indications of a more conciliatory New Deal attitude 
toward business and finance, but its hopes at the moment 
apparently are tinged with caution. 

Mr. Roosevelt's last speech of assurance proved some- 
what of a tonic to it, though this was not immediately 
recognized. Now it wants more of the same medicine 
and seems inclined to await Mr. Roosevelt's next public 
remarks, as it toys tentatively with the idea of trying to 
extend the advance. That it should pause for a breath- 
ing spell around the best price level of August is neither 
surprising nor discouraging. As long as it can firmly 
retain the greater part of the recovery of the past month, 
the benefit of the doubt is with it and hope is justified 
that it can in the near future summon sufficient momentum 
to extend the recent irregular advance, especially since 
there appears to be better than an even chance that forth- 
coming Administration utterances and actions will be 
subject to constructive interpretation. 


Industrial Issues Lead 


At this writing the market on the average is approxi- 
mately 10 per cent above the level at which the present 
intermediate advance started. As for months past, the 
strongest performance continues to center in the indus- 
trial group. Virtually at the top level of August and 
less than 5 per cent under the highest level of last July, 
no very strong impulse would be needed to push it into 
a further phase of recovery subject to hopeful technical 
interpretation, although one must frankly concede that 
technical indications have decided limitations in a market 
devoid of normal volume and subject, moreover, to over- 
night news developments at Washington. 

The railroad group thus far has failed to match the 


Perhaps they will before long, 
for the Washington winds 
bring more than one straw pointing to probable coming 
governmental developments favorable to the carriers, even 
though optimism in this respect must be tempered with the 
thought that, whereas some lifting of present rail burdens 
= ag helpful, the heart of the problem remains inadequate 
traffic. 


Utilities Lag 


The movement of the public utility stocks over the past 


OK SO 





re ee 


fortnight has been the least encouraging of the major | 


groups, September's rally from an over-sold position having 
apparently proved abortive, as have most previous recov 
eries in this group over the past year. Although they would 
seem at present levels to discount much, if not all, of the 
disadvantages of being the stepchild of politics, it appears 
to us pointless to argue with the composite judgment which 
the market persistently reflects, especially since we are able 
to detect no change whatever in the view of the politicians 
that utility-baiting pays dividends in votes. 

Since business and-finance for months have been pleading 
that the Administration put an end to half-baked improvisa- 
tion'and offer assurances to capital, a question naturally 
arises as to why the market has responded with no more 
than a modest rally from a decidedly depressed level to Mr. 
Roosevelt’s recent and continuing efforts to extend the olive 
branch. 

There are two possible answers. First, it may be rea- 
soned with considerable justification—even bearing in mind 
the President’s necessity of taking the approaching elec- 
tions into account—that his assurances to capital thus far 
are certainly far from complete in that they leave us virtu- 
ally as much in the dark as ever regarding the balancing of the 
Federal budget and the ultimate stabilization of the dollar. 

Second, one does not have to be clairvoyant to detect the 
fact that as business and financial fears of the Administra- 
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tion wane, fears of the temper of the coming Congress 
increase. Well they might, for there is little in the spend- 
ing promises lavishly made by most campaigning candidates 
to suggest that the victors, whether Democrats or Repub- 
licans, will give even lip service to governmental economy 
and orthodoxy. 


Fears of Congress 


It is not difficult to read into President Roosevelt's recent 
conferences with various business and banking leaders the 
thought that he must look forward to the approaching Con- 
gress with certain misgivings. He will have a tremendous 
majority. The question that capital will increasingly pon- 
der during the next two months is whether he can control 
it and steer it down the middle of the legislative road. 

That he controlled the last Congress with what we might 
call 90 per cent effectiveness is scarcely proof that he can 
do so again. More than a question of his undeniable per- 
sonal popularity is concerned. The fact is that the Admin- 
istration asked of the last session appropriations vaster than 
the wildest Congressional spender had ever dreamed of. 
To sum it up, we may say that as a generality the Admin- 
istration was stepping on the accelerator at the last session 
of Congress, and that the gentlemen of that body were 
ready enough to ride along as long as he was doing so. 
Now, however, we have at least a few indications that Mr 
Roosevelt is feeling out the brakes. Such is the implication 
of his attempt to conciliate capital. Such is the implica- 
tion of the announcement of a huge Treasury refunding 
operation for next April, virtually shutting the door to 
monetary manipulation for at least six months. 

Can we be confident that Congress will be equally docile 
under a program 
that in all proba- 





that a sizable proportion of investment funds be held in 
sound common stocks, regardless of intermediate fluctua- 
tions; and that available additional funds be committed 
to such equities at present price levels or such moderately 
lower levels as intermediate reaction may from time to 
time offer. 

As to intermediate trading policy, we are frank to state 
that our confidence in the possible scope of nearby advance 
is subject to prudent limitations. For example, a further 
advance of some 5 per cent would place the. industrial 
average at a level well above the half-way point of the 
trading range which has prevailed for more than a year. 
We have stated before our opinion that some dynamic 
change in either the business outlook or the Roosevelt 
monetary program probably would be required to lift the 
market into a new phase of major recovery above the 
‘double top” marked out by the best prices of July, 1933, 
and early February, 1934. 

We can see no such impulse in the present picture. 
Without it, it would seem prudent to hold that a 5 per 
cent advance from present levels would be good and a 
10 per cent advance excellent. This possible range—and 
it can only be a reasoned guess—offers some opportunity 
to the intermediate trader, but advance from present levels 
likewise will present increasing speculative risk. 


The Business Picture 


We again present a list of recommended equities, the 
majority of investment caliber. 

As one surveys the latest business records, optimism must 
rest rather more on the improved level of confidence than 
upon the actual performance. Over the past week steel 
operations have 
experienced a re- 
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closer to an ulti- 
mate dangerous 
inflation. The status quo can no longer satisfy any element. 
Meanwhile, what of the market outlook? It is seldom the 
same for trader and investor. Therefore, we have two ques- 
tions and not one; and that of the investor is easiest to answer. 
Whether the uncertain path this country is following 
will lead to business recovery or to a further deterior: 
of our monetary system, in no event will it lead for a 
long time to come to any general deflation of proj 
values. Hence, there can be no rational change in th 
investment position we have steadily adhered to: nan! 
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haust inventories 
speculatively ac- 
quired during the second quarter of the year in advance of 
price rises. 

Automobile production has advanced sharply against the 
normal seasonal trend, but the gain chiefly reflects a re- 
sumption of a five-day schedule by the Ford assembly lines. 

lume of retail sales of cars is reported running at ap- 


proximately ¢ el of a year ago, and is thus relatively 
od. 
Car lo the latest week show a greater than 
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g The Exchange Values of Farm Products Have Recovered Sub- 


S tantially 


q Key Finished Goods and Labor Costs Remain Too High 


What Price Prosperity? 


By Joun D. C. Wetpon 


INCE there are two views concerning the functions 

and powers of money, there must be two views con- 

cerning prices, for monetary units are the only mea- 
sure we have of the exchange values of goods and services. 
If one believes that prices are determined primarily by the 
volume and activity of money, it would seem to be a wild 
goose chase to attempt to control the production of wheat 
or anything else. 

Our purpose herein being to discuss that complicated 
thing known as the price trend, its prospective direction 
and its relation to economic recovery, it is necessary to state 
at the beginning that we do not accept the monetary theory 
worshipped by Messrs. Warren, Cassel, Keynes and others. 

On the contrary, we believe that Henry Ford, who seems 
to know more about making and selling automobiles than 
abstract economics, is at least close to the mark in his homely 
view that money is primarily the measure of values and 
that its major function is—like a freight car—to transport 
values from producer to consumer. 

At any rate, it is upon this premise that the present 
article is founded, for upon any other premise the exchange 
values of goods and services in relation to each other should 
be constant. We know that they are not. We know that 
not only does the general price level—or average level of 
all commodities—fluctuate very widely, but that the rela- 
tive values of individual commodities also fluctuate and 
even more widely than the general level. 


The Roosevelt Price Policy 


We have been engaged ever since President Roosevelt 
assumed office in a national policy of attempting to raise 
prices, both by monetary manipulation and by production 
control. Enormous confusion surrounds this policy, for it 
apparently has never been clearly thought out and certainly 
it has never had clear official explanation. 

It is one thing to attempt to bring about a better balance 
of exchange values. It is quite another thing to attempt to 
raise the general price level. If we boil down everything 
that Mr. Roosevelt has ever said on the subject the conclu- 
sion is that he is trying to do both. His theory is plain. 
First, a higher price level is needed to make tolerable a na- 
tional burden of private and public debt erected in a boom 
era of high prices. Second, higher prices are needed to 
restore economic activity. 

Let us attempt now to think these theories through in 
terms of the individual’s own economic problem. Everyone 
has heard an analogy something like this: A farmer goes 
into debt to the extent of $1,000 when his wheat is selling 
at $1.50 a bushel. When wheat drops to 75 cents a bushel 
the farmer has to exchange twice as much for service of his 
debt. 
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It seems simple enough. But look at it a bit closer. Out 
of what does the average individual pay his debts? Obvi- 
ously, out of his surplus of income over and above minimum 
living requirements. Such is the case with every income 
producer. 

Therefore, the farmer’s difficulty is not merely that wheat 
has fallen to 75 cents a bushel but also that everything he 
buys has failed to fall in proportion. If it had, he would 
still have a surplus income. Similarly a rise in the general 
price level will not make it easier for him to pay his debt, 
nor easier for anyone else. 


The Debt Burden 


Furthermore, the debt of farmers and, in fact, of all pro- 
ducers of staples is but a small fraction of our total debt. 
What of the debt of the vast majority of individuals and 
corporations engaged in processing, distributing and ren- 
dering an infinite variety of services? Clearly their debts 
are supportable only out of surplus income, and thus far 
have been made heavier, rather than lighter, by a price rise 
which has exceeded proportionate advance in the national 
income. 

Secondly, whereas anticipation of generally higher prices 
can stimulate economic activity—as was shown by the major 
business spurt in the spring and early summer of 1933— 
realization of higher prices not only does not contribute to 
economic activity, but actually curtails it. For proof, con- 
sider the fact that the general price level today is nearly 15 
per cent higher than it was in July, 1933, but aggregate 
business activity is 25 per cent lower. 

Plainly, then, we do not need to waste time in analysis 
of theoretical causes and effects. We have the practical 
experience of a year or more to tell us that a rise in the 
general price level is a most imperfect remedy either for 
intolerable debt or for business depression. 

Yet price certainly is related to the national income, 
which is the exact reflection of aggregate economic activ- 
ity, and out of which our debts are paid. 

The conclusion, then, is inescapable, that the thing we 
really need is a set of price relationships which will contrib- 
ute to an active exchange of goods and services. 

Accordingly, it is to the point to consider some of the 
existing price relationships, the recent changes in them 
and the possible future corrections that may be brought 
about or naturally come about. 

No single economic distortion wrought more trade havoc 
than the disproportionate fall in staple prices between 
1929 and the first quarter of 1933. At the latter low point 
the unit exchange value of farm products was less than 55 
per cent of the average of the five years immediately pre- 
ceding the world war. From that level farm prices ad- 
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vanced by nearly 90 per cent while prices paid by farmers 
for commodities advanced only 28 per cent, with the result 
that the unit exchange value of farm products now stands 


© at approximately 80 per cent of pre-war normal. 


Moreover, after declining throughout the second half 


" of 1933 from the promising July recovery level, this index 


re 
el 


) of farm buying power has advanced approximately 23 per 


© cent this year to date, the gain having been especially rapid 





' during the third quarter. 
Effect on Trade 
It is no coincidence that the physical volume of retail 


trade in agricultural areas is currently running 20 to 40 
per cent above the levels of a year ago, for it is almost ex- 


E actly geared to the rise or fall of the above index of unit 
exchange values of farm products. 


The causes making for the recovery of staples have been 


chiefly monetary depreciation, A AA production control 


© and drought. 


The causes of the rise in prices of finished 


~ goods have been chiefly, first, the natural rebound from a 
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‘an indefinite time. 
‘major part of the price gain, if not to extend it: 


' forces now at work on prices of finished goods. 
© flating force of consumer inability to buy at advanced prices 
' can always be counted on and, in fact, became operative in 
' obvious fashion very promptly last year. 
» because of this that one can confidently predict that NRA 
_ will be found to have 


price relationships. 








' depressed and buyer-dictated level, and, second, the higher 


producing costs imposed in N R A wage and hour controls. 
At the present time, with farm surpluses reduced or 


‘largely curtailed, the normal factors of supply and demand 


are chiefly operative on price; and this is likely to be so for 
The result should be to maintain the 


On the other hand, there are important deflationary 
The de- 


It is primarily 


shot its bolt as a price- 





This, of course, is an ideal, rather than a practical, solu- 
tion; for government has little or no control over it and 
business men themselves have yet to learn that they can set 
any price they like, but the consuming public will inevitably 
decide for itself whether to pay that price. 

Beyond the ultimate and painfully slow power of the 
economic mechanism to grind its own gears into workable 
mesh, we do not profess to know how present trade-killing 
disparities in certain of the more important finished goods 


can be ironed out. 


nize them for what they are. 

Behold the striking and amazing contrast between the 
automobile industry and the construction industry, two of 
the chief pillars of normal prosperity. The first is the most 
prosperous of our major industries. The second is the most 
depressed. The first has relentlessly pursued volume and 
has successfully offered it the infallible lure of increased 
dollar values. It has adjusted price to the level of public 
purchasing power. It has been able to do so both because its 
economic philosophy is sound and because it has not been 
knifed—thus far—by stupid union labor. 


It is essential, however, that we recog- 


The Price Is Too High 


The second has offered no increase in dollar values. It 
has neither improved the product it has for sale in anywhere 
near the degree that the automobile has been improved— 
although technical genius is equally available to it—nor has 
it lowered its price to the level of public purchasing power. 
Its philosophy is that the only thing to do is to wait for pur- 


chasing power to come back up to it. 


Such, likewise, ap- 


pears to be the almost incredibly stupid philosophy of con- 
struction labor, for it is not by coincidence at all that the 
major industry in which the craft unions are most thor- 
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the direction of a 
workable balance of 
Natural factors promise to increase 
that gain. To the extent that it can be influenced by human 
decision, clearly the policy of Government should be to 
discourage a general price rise and to seek a further cor- 


Htection of disparities. This could take the form of a fur- 


ther rise in staple prices. In the interest of consumers, anc 
therefore of aggregate economic activity, it might far bett 
take the form of a deflation of finished prices which are o 
of line with present purchasing power, notably steel, fue! 
household furnishings and building materials. 
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oughly and arbitra- 
rily organized is also 
the most depressed of 
major industries. 

Let us have a closer 
look at this stagna- 
tion, for PWA 
spending is but a 
nostrum utterly in- 
capable of effecting a 
cure. The difficulty, 
obviously, is a matter 
of exchange values, 
both as regards goods 
and the services of 
labor. Wages are a 
part of price; and we 
all work for each 
other. 

It is common know- 
ledge that the average 
price of the products 
which go into con- 
struction were never 
deflated in proportion 
to the fall in the na- 


tional income or to the fall in the average of all commodi- 


ties, to say nothing of that in staples. 


It is common 


knowledge that today they are too high to encourage active 

consumer demand, regardless of the immediate larger losses 

that producers would suffer if they attempted to get down 

hot latent demand. 

not so widely known, however, to what an amazing 

t the price of building labor is out of line. It ranges 

1.30 to $1.70 an hour for skilled workers, whereas, 
(Please turn to page 46) 
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thinking in the past twenty-five years tions the volume of the world trade) modi 
has been the growing interest among was seldom increased, the principal )) swer 
many of our economic students in the effect usually being the diversion of | exige 
idea of reciprocal trade relations be- the country’s import purchases from the | tiatio 
tween the United States and other usual sources of supply to the particu |) matic 
countries. lar country with which the agreement | well | 
Tariff making tendencies in this was made. Pa pr 
country have been toward higher and It is thus seen that the United States, F to be 
higher rates and a restricted economic not being a party to these agreements, |) it is 
nationalism. Many economists who had to stand on the side lines and wit | and | 
had been advocates of a reciprocal trade ness the disappearance of its interna | defini 
policy were greatly disappointed and tional trade. Under these conditions, and t 
discouraged when our efforts to con- President Roosevelt launched as a part}, on by 
summate the Canadian reciprocity of the New Deal the inclusion of an} for 
treaty failed in 1911 because of the international trade expansion policy as} But t 
Canadian elections of that year. Of a part of our economic program. be el 
course, it is only fair to say that we The method provided for negotia | the i 
had previously rejected such proposals. “The negotiation of trading tions in the Reciprocal Trade Act seeks | the 
We welcomed particularly, therefore, agreements is more than a mere 8a basis a thorough understanding be 7 messa 
the recent statement of the Honorable — commercial contract for the moving tween the negotiating countries, because |) the | 
Vincent Massie, former Canadian of goods. It is one of the conditions in effect their representatives sit at 2) Act ; 
Minister to the United States, when he essential to a revival of prosperity common council table, examine one am §) adher 
pleaded for the creation in Canadian jn all of the countries participating.” other’s international trade balance} dent 
American relations of “at least one sheets, find out what articles or what f cise c 
island of commercial sanity in a tariff- volume of such articles must go into) J pro; 
made sea.” While our trade treaty relations with for- international trade and how these articles can be exchanged |) ' fully 
eign countries have heretofore been disappointing, the between negotiating countries without damage to the indus) light 
results produced in the past few years by the economic tries of either, thereby prompting desirable trade in el form: 
collapse and our overwhelming tariff excess in 1930, result- _—interest of both countries participating. Thus there should assur; 
ing in the drastic loss of international trade, have brought be a reciprocal promotion of better understanding between and | 
us and other countries wishing to deal with us into a new _ the nations, a better appreciation of the condition of each, can j 
and more liberal line of tariff thinking. Up to the time and hence a better safeguarding against public disturbances. J) juriox 
President Roosevelt recommended reciprocal trade legisla- EET 
tion, other nations in their bargaining process constituted Mutual Benefits the Objective the ir 
what might be called a “World Reciprocal Trade Ex-  conce 
change,” in which exchange the United States had no seat. In the five months that have elapsed since the Reciprocal F proce 
Now, the clock has struck for a new economic era. Our Trade Act was approved, the Cuban treaty already has § tiatio: 
Reciprocal Trade Agreement Act, enacted by the Con- been consummated and negotiations are progressing with point: 
gress last June, is in my opinion most significant because more than a dozen other countries which have indicated F en ¢] 
it is sensibly based on mutuality of national interests. It their desire to enter into such trade relationships with us Bais 
is a sound approach. If, in the course of these discussions between the United fF the < 
States and other interested countries, a readiness to reach the 
Trade Agreement Policy Inevitable mutually agreeable terms is evident, thus affording a good F Recip 
prospect for successful negotiation, a public announce § by in 
Our country was virtually forced into a trade agreement ment of the intent to enter into a pact is made by the State WF the , 
program. This resulted from the fact that during the last | Department. In the announcement is included a compre § proce 
four years our trade continued its spiral course downward, —_ hensive summary of the trading which has taken place io from 
not because of the depression solely, but also because of the previous years between the United States and the nation comp 
fact that foreign nations, enraged against us by our 1930 _ interested. Bof a 
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lof the Act. 


| This procedure has been found to be the most efficient 
way of getting the desires of the trade before the various 
© branches of the governments participating in the agree- 
P ment. In this manner the point of view of commercial 
> interests is brought to the attention of the particular groups 
hin the Government working on the problems of specific 





This summary outlines the volume and value of the 
major commodities traded. At the same time an announce- 
ment is made of the dates on which interested parties may 
present their views—in the form of written briefs and, if 
desired, supplemental oral views before a special body, the 
Committee on Reciprocity Information, which has been 
set up for the purpose by the President under the provisions 


factors. Information on foreign conditions is supplied by 
the Foreign Service of the Departments of State and Com- 
merce. Specific data on export and import trade by com- 
modities and countries are provided. Marketing conditions 
in foreign countries and complete and detailed information 
on the present import duties and other import restric- 
tions on the flow of trade are supplied to the negotiators 
by the Department of Commerce. The data of the Tariff 
Commission on domestic production and competitive con- 
ditions in the import trade in each commodity are utilized, 
while the special information and considerations of the 
Treasury, the Department of Agriculture, the Agricultural 
Adjustment Administration and the Office of the Special 
Advisor to the President on Foreign Trade are all utilized 


To my mind, this procedure guarantees fairness and prom- 








) nations. 
- insur Criticism has been directed from certain quarters against 
against F the policy of not pro- : 
able to claiming what commodi- 
onships > ties will be discussed as | 
ing re sible subj ° ‘ 
eB: —_———- a Countries With Which the United States 
In an- Trades Extensively 


7 trade modifications. 
rincipal |) swer I may say that the 
ion of F exigencies of the nego- 
‘om the | tiations and the diplo- 
articu- ; matic practices do not 
eement {7 well allow the terms of 
a proposed agreement 


Starrs cre 


States, | to be made public while 
ments, |) it is under negotiation 
id wit’ and before it has been 


nterna F definitely concluded 
ditions, |) and the date agreed up- 
a patt) on by the governments 
ot an) for its promulgation. 
icy a8) But the fact that should 
. be emphasized is that 
egotia’ |) the ideas expressed by 
t seeks!) the President in his 
ing be- + message to Congress on 
ecaust |) the Reciprocal Trade 
it at 4 Act are being carefully 
me an © adhered to. The Presi- 
valance ; dent stated, ““The exer- 
r what |) cise of authority which 
0 int0 | | propose must be care- 
nanged 7 fully weighed in the 
indus | light of the latest in- 
in the formation so as to give 
should assurance that no sound 
stween and important Ameri- 
F each, ® can interest will be in- 
ances FH juriously disturbed.” 
I wish to assure all 
Fe the interests which are 
s concerned with the 
iprocal F process of trade nego- 
ly has tiations that their 
4 with points of view are giv- 
licated }en thorough and fair 
ith Us @ consideration. Besides 
Jnited FF the cases presented to 
reach the Committee on 
1 good FF Reciprocity Agreements 
ounce § by individual interests, 
- Stat? the normal course of 
mpre procedure demands 
ace 101) from Federal bureaus a 
nation BH complete presentation 
of all the salient 
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(in thousands of dollars) 


1929 1933 
Imports Exports Imports Exports 
from to from to 
Africa (British W.).......... 30,000 12,381 9,264 3,399 
Africa (Union of South.)..... 9,638 61,130 3,895 22,050 
PRSMEIITUR Sy sore stale scvaisn See oe 117,581 210,288 33,836 36,929 
MEINE cS eh sees a ie-Riake 31,968 150,110 7,680 26,283 
cn ES OSE SE 12,235 5,331 2,591 1,192 
oe a Ee 74,048 114,855 23,176 43,267 
BEER so aisiesieisicierste kee anid whee ns 207,686 108,787 82,618 29,725 
RMR osscae Deiele ureteral 503,496 948,446 185,125 210,526 
RO ok ace ehias whe xs 102,025 55,776 11,507 5,321 
ROR iw Ris ere eeRee es 166,233 124,163 37,797 51,941 
RUE Scie is ees oak 108,525 48,983 47,637 14,754 
OOBIR ICR sks sok saaenss 5,203 8,313 3,944 2,424 
NS orotic ee es eae eek 207,421 128,909 58,437 25,093 
Czechoslovakia............. 46,129 6,123 14,646 1,569 
oe i Oe eR 4,561 51,442 1,786 11,611 
BOURMOL i558: se we cleaners 5,830 6,069 1,888 1,573 
SS Oe ean te 39,675 14,026 6,128 3,817 
a ree 11,225 14,894 8,916 3,462 
MID oSG6 6-5 -F0:9 5% :0:dsheaeenls 171,485 265,592 49,699 121,711 
CS iasice apes eovesdaes 254,688 410,449 78,168 139,967 
PNM a i Seclewiaatrds Ke bas edare 1,445 8,790 804 3,595 
oS ¢.) 11,665 19,566 3,948 8,563 
rr 149,332 55,359 43,762 19,858 
PO iS sss acane se vee 117,067 153,967 38,571 61,240 
RING oo: iaida Sole 4 6 0830-0 45:5: 431,873 259,127 128,421 143,434 
Malaya (British)............ 239,164 14,641 59,945 2,397 
I. S56 ia Ses bee aes 117,738 133,863 37,423 37,520 
DUOC OSIRIS 655.665 '0.0's 010.5 000s 83,853 128,295 30,949 48,717 
Netherland India............ 82,301 45,650 33,076 6,890 
WOW CORIANG so sisi cs seces 20,834 39,461 4,793 8,229 
a Brees err eer 21,235 23,647 13,160 7,112 
Ps. bide svine ceveesecus 5,351 41,133 3,376 15,887 
WE eos Cae aes panies sels 30,167 26,176 5,472 4,985 
ee eee 125,792 85,530 93,038 44,782 
Poland and Danzig.......... 4,853 16,356 2,686 15,114 
| eae eee 7,326 15,135 3,368 5,809 
BES csGca uotaunensonsas 36,059 82,120 13,699 30,757 
Soviet Russia in Europe..... 21,520 81,547 11,354 8,717 
RNIN 5 58 (6.55013 Se isesesiaeoe 52,986 58,704 30,971 18,598 
eo se 48,350 12,499 14,539 7,507 
0 EE OE Te 12,166 5,810 8,191 1,343 
United Kingdom............ 745 848,004 111,215 311,732 
BOND sav 0 ioe vicicie oe ocs 0.5 olay 8,677 28,24 3,773 3,614 
PU 6 ov cc ctacsenscse 224 45,325 13,451 13,115 
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ises a treaty which is the result of all the knowledge which 


exists on the subject. 

The Bureau of For- 
eign and Domestic 
Commerce, under pres- 
sure of a huge volume 
of new work, is obvi- 
ously unable to supply 
all the basic data to 
every firm or trade 
group interested in a 
proposed agreement, 
but it can nevertheless 
give an inquirer ade- 
quate information, not 
only on commodity 
trade, but present tariff 
and other regulations 
in force in foreign 
countries and condi- 
tions which obtain 
abroad. A great 
amount of information 
on specific commodities 
and countries is avail- 
able not only in the 
Bureau at Washington 
but in the district 
offices throughout the 
country. I wish to em- 
phasize the fact, how- 
ever, that it is not 
necessary for each in- 
dustry or commercial 
interest to submit this 
information at the 
hearings of any par- 
ticular trade agreement 
since a wealth of data 
far more complete and 
covering the same 
ground must be pre- 
sented and completely 
discussed by the Fed- 
eral agencies themselves 
before any pact is con- 
cluded. 

Before public an- 
nouncement is made of 
the intent to negotiate 
and continuing 
throughout the entire 
process until the agree- 
ment is signed, Federal 
agencies engage in the 
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most detailed studies of the prob- 
lems involved. Speaking for the 
Department of Commerce, I may say 
that a great portion of the work 
now being done in the Bureau of 


Foreign and Domestic-‘Commerce is _ Brazil 
in relation to the reciprocity agree’ (Colombia 
ments. Our foreign service, our fi 
commodity divisions and _ technical Belgium 
branches, such as the Divisions of Spain 
Regional Information, Foreign 

Sweden 


Trade Statistics, Finance and For- 
eign Tariffs are compiling informa- 
tion, unearthing _ statistics and 


Tariff Negotiations Proposed 
With Eleven Nations 


Haiti 


what we really did was to injure tp 

a far greater extent those industries # 
which depend on foreign sales. Th 
situation which obtains in Cuba 57 


probably typical. That nation | 
when deprived of its ability to ex 

port many of its commodities to the} 
United States because of our impor}! 
restrictions, was impelled by the™ 
same circumstances to forego import | 
ing goods from the United States’ 
Having no means with which to pay! 
for American commodities, it was 

forced to initiate the expensive pro | 


Guatemala 
Honduras 
El Salvador 
Costa Rica 
Nicaragua 





cedure of attempting to produc 





analyzing markets and prospects. In 
other departments, I know that re- 
search of equal scope is being carried on. 

Directed from the top by the Inter-Departmental Com- 
mittee on Reciprocal Agreements, the work of conclud- 
ing a pact is carried on. Numerous smaller groups and, 
so to speak, informal committees, meet, exchange infor- 
mation, iron out difficulties and present their recommenda- 
tions together with those from business interests. Out of 
this volume of information and advice is sifted the con- 
sensus of opinion; the inconsequentials are dropped and 
the main pgints emerge. The result is an agreement 
acceptable a both nations and rich in promise for a 
revived flow of goods between them. 


Negotiations with Eleven Countries 


On the program at this time are proposed negotiations 
with eleven nations—two from South America—Brazil 
and Colombia; three in Europe — Belgium, Spain, and 
Sweden; five with our neighbors of Central America— 
Guatemala, Honduras, El Salvador, Costa Rica and Nica- 
ragua and with Haiti. 

As an indication of what might be expected to result 
from trade agreements with these nations, let us take a 
negative approach and consider what has happened to our 
commerce from 1929 to 1933; during which period the 
United States by the Act of 1930 added bricks and 
mortar greatly to increase the height 
of the already lofty tariff wall while 
foreign nations did likewise and 
then started to barter among each 
other. 

The share of the United States in 
total international trade has decreased 
year after year since 1929. The ratio 
of United States imports to total 
world imports has decreased from 
12.4 per cent in 1929 to 9.2 per cent 
in 1933. Similarly, United States ex- 
ports have shown a relatively greater 
decline in value than the exports of 
the leading industrial countries of 
Europe and have dropped, therefore, 
from 16 per cent of the total value of 
world exports in 1929 to 11.7 per 
cent in 1933. The figures show that 
our imports in 1929 of about $510,- 
000,000 from the eleven countries 
above mentioned dropped to about 
$217,000,000—a decline of 58 per 
cent—and our exports to them have 
declined by almost 67 per cent, from 
$470,000,000 to $155,000,000. 

The facts are that in “protecting” 
our domestic markets by high tariffs 


14 








them domestically. The net result 
was a lower standard of living for Cuba and a paralyzing 
blow to certain American industries which up to this time 
depended on Cuba to absorb a major share of their 
products. 


Foreign Trade Can Be Restored 


While it would be unreasonable to hope that a reciprocal 
agreement will restore overnight to its original splendor a 
commerce diminished by almost two-thirds of its dollar 
value and considerably more in terms of volume, neverthe 
less, the magnitude of the trade in 1929 indicates that its 
Lilliputian counterpart of 1933 is not the natural state of! 
affairs and that a renaissance is possible and promising. 

It is as yet too early to judge the effect of a reciprocal! 
agreement by the operations of that with Cuba. Th! 
Cuban pact went into effect on September 3. Of course,” 
there has been a tremendous rise in the volume of trade,| 
with demand exceeding the ability to supply, but it mus! 
be remembered that a large volume of purchasing and ship — 
ping was deferred until the agreement, which was known! 
to be under consideration, went into effect. Not until! 
later, on the basis of a longer period of time, can fair con 
clusions be drawn, but such encouraging developments as 
that of an American shipping company doubling its sched: 
ule of sailings to Havana can be cited as most constructive 
indications. 

An unusual factor which must bk 
taken into consideration when noting 
the results of the Cuban agreement 
is that Cuba is a special case entitled 
to give and receive special preferen 
tials of a tariff rate on certain com 
modities lower by a given per cent 
than that afforded to the same prod: 
ucts of other countries. Similar ar} 
rangements with other nations not} 
generally recognized as being depend 7 
ent on the United States are pre/ 
cluded by our most-favored-nation | 
treaties, which demand equal treat | 
ment to all signatories. This limita 7 
tion is, of course, no insuperable ob 7 
stacle. When one nation is the @ 
principal supplier of a given com |) 
modity to this country, a reduction in 7 
the tariff on this article consists in 277 
positive advantage to that nation and)” 
one not liable of usurpation by any 
other country, which, though auto 
matically granted the same benefit, 7 
may be able to make little use of it 7 

As can readily be seen, however, the @ 

(Please turn to page 50) 
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C Wa Reminiscent of Sarajevo 
€ pro y 
‘oduce | The assassination of Alexander of 
result Jugoslavia, in which the French Foreign 
lyzing Minister Louis Barthou also died, has 
' rn been, of course, the most sensational 
thet of developments in Europe since our 
last writing. The King had gone to 
France for the purpose of cementing 
an understanding between that coun- 
try and his own. Following this, Bar- 
proc!) thou (the job is now to be taken over 
7 ‘" by the new Foreign Minister, Pierre 
| olla Laval) was to attempt to patch up the 
erthe strained relationship existing between 
1“ ” Italy and Jugoslavia. But unfortu- 
ate OF nately for these plans Jugoslavia hap- 
8: pens to be a crazy patch-work of sectional interests and 
proc | there does not exist the human being that could satisfy 
The © everyone. Alexander I could not do it, though he was the 
ours’! creator of the country. So he died—shot by a machine-gun- 
trade ) like pistol in the hand of a member of a Croatian terrorists’ 
chin 4 society. Unfortunate the deaths, but fortunate indeed, if 
StUP’ they had to happen, that they did not occur at the hands of 
now? another nationality. While the event itself was reminiscent of 
until Sarajevo, there is no parallel between the state of Europe 
Con" on the eve of the Great War and the state of Europe 
"t \ today. There have been, and perhaps will continue to be, 
ene wild flutterings in political circles, but the dastardly act 
itive in Marseilles is not another match that will fire the tinder- 
ae box. Would it be too much to hope that it was merely a 
ae growing-pain, and one of the last? 
oting | 
ment — 
titled 
eren| Political Versus Economic Forces 
— The trend of world events, taken as a whole, may be 
a characterized during the last few months as an insistent 
prov" striving of the young shoots of economic recovery, so long 
r a embedded in the subsoil of depression, to pierce the top 
al [ crust of half-baked political encumbrance. The political 


hindrances to normal recovery constitute a division of the 
.. | world body politic into closely defined groups; the gold 
a bloc group, the sterling group, including the British do- 
real minions and colonies, the Communist group centralized in 
-- | Russia but with its world-wide ambitions of agitation, and 
© the United States with its startling experiments in bureau- 
"&) cratic control of industry. The clashing interests of these 
different factions have distorted world economy and pre- 
| vented the inevitable reaction from prolonged depression. 
© The general price rise in primary products coupled 
» with the universal cheapness of money should ordinarily 
help to restore a more equitable balance between industrial 
| and agricultural activity and between the countries which 
© concentrate mainly in one or the other. It is perhaps not 
"| Over-optimistic to assume that, in spite of the political ob- 
struction of the respective groups previously mentioned, 
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Significant Foreign Events 


By Gerorce BERKALEW 
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the constructive forces of commercial 
acumen and financial enterprise will 
prove in the long run stronger than the 
destructive forces of national rivalries. 


* * * 


France 


The political upheaval in France has 
occupied during the past month the 
front stage in the national drama. Re- 
cent provincial elections, heretofore 
considered unimportant issues, have 
this year been watched with close at- 
tention as an indication of public sen- 
timent. Cantonal elections for Depart- 
ment councils were conspicuous by the 
lack of response to the intensive campaign of Socialists and 
Communists and by the unanticipated balloting for candi- 
dates with modified Right tendencies. 

It is an encouraging indication that, while Spain is in 
the throes of guerilla warfare instigated by the Reds, in 
France the pendulum is swinging from sovietism to sanity. 
France is in no mood for drastic change and it was this 
realization that has prevented the fall of the Doumergue 
Government as might have happened as a result of the 
Marseilles assassinations. 

In the realm of finance, the government has made a 
drastic cut in interest rates of short-term obligations. For 
treasury bills maturing in one month the rate has been 
cut from one per cent to one-half of one per cent, and on 
those maturing between three months to one year, from 
two and three-fourths per cent to two and three-eighths 
per cent. This action is justified, according to official 
pronouncements, by the satisfactory absorption of the long- 
term four and one-half per cent government loan. This is 
probably not an accurate statement of fact. With the 
current political unease and the professed policy of price 
deflation, the investing public is eager to acquire any long- 
term bonds, regardless of the interest rate, which provide 
some semblance of security. 

Coincident, quotations on the Paris Bourse fell sharply 
prior to the elections—staged a moderate recovery after- 
wards—but the general tone of the market continues shaky. 
Fundamentally, this is attributed to the dismal prospects of 
French industry in general. On the one hand, the gov- 
ernment’s policy of deflating prices will reduce operating 
profit and, in turn, pare down dividends. On the other, 
its apparently permanent policy of autarchy will tend to 
keep imported industrial products at an artificially high 
level, thereby increasing production costs. 


* oe O* 
Germany 


In spite of the impressive pageantry of massed blocks of 
humanity hailing Hitler, the weakness of German economy 
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is becoming more glaringly evident. The official appeal to 
hausfraus to pare their potatoes thinner during the coming 
winter and the institution of the one-pot Sunday dinner in 
German homes eloquently reveal the enforced frugality of 
the Nazi diet and the superhuman attempts employed by 
Hitler to establish a self-contained economy within Ger- 
many. 

The adoption of substitutes for essential commodities is 
singularly exemplified by the inauguration of a nation- 
wide cartel of ligenite producers, forced to co-operate in 
the manufacture of synthetic gaso- 
line. The fact that the substitute 
product costs approximately four 
times as much as natural petro- 
leum is waived in the desperate at- 
tempt to achieve economic inde- 
pendence. 

These attempts at self-contain- 
ment not only comprise efforts to 
obtain substitutes for essential com- 
modities domestically, but they are 
having various direct foreign reper- 
cussions. Germany has given the 
United States the necessary year’s 
notice of her proposal to cancel 
the commercial treaty between the 
two countries and the effects of 
this presumably will be a further 
reduction in American exports. 
Incidentally, towards the end of 
September Germany put into ef- 
fect an entirely new system of 
foreign trade control. All export 
trade must now pass through the 
hands of 25 control offices. In or- 
der to make payment for foreign 
goods, the German importer must 
secure a permit for each individual 
shipment. A visitor to these new 
control offices reports that some of 
them are only open two hours a 
day, others three hours a day, while 
others have no particular office 
hours. It is also reported that so 
far the Reichsbank has not allotted 
one single penny of foreign ex: 
change and that therefore no im- 
port applications have been ap- 
proved. It is believed that it will be at least the end of 
October before any funds are allotted to the different 
control offices. 

In the meantime, the only goods coming into Germany 
are those under direct barter arrangement, or those where 
the foreign exporter is still shipping out of force of habit 
and without the benefit of government permits. Dr. 
Schacht has announced publicly that such shipments will 
not be paid for and, in consequence, they amount to free 
gifts to Germany. A number of American companies are 
said to be still going on in this way! 

As will be seen, the new system of import license makes 
import tariffs unnecessary and the most-favored-nation treat- 
ment an illusion. Our commercial treaty with Germany 
is now worthless and it might just as well be cancelled 
as is, of course, being done. If the German control offices 
should only approve import orders from the United 
States to the extent of exports to us, it will mean a 
further terrific drop even in the current low level of our 
exports to Germany. Many of the materials we send her, 
however, may be too valuable to curtail as drastically 
as this. 
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The late King Alexander of Jugoslavia who 
he was 
Marseilles 


Great Britain 


In England the unprecedented fall of the pound sterling 
to a new low has created financial fright in many quarters, 
The situation is not so grave as it appears on the surface, 
Skepticism in European financial circles concerning the 
future value of the dollar has directly influenced the recent 
downward trend of the pound. It is predicted that sterling 
will shortly fall to the dollar parity of $4.86 and, should 
this eventuality materialize, a showdown in Anglo-American 
monetary relations would at last 
be unavoidable. 

Mr. Chamberlain, reviewing the 
state of the nation, declared that 
“the re-establishment of an inter. 
national monetary standard would 
stimulate international trade,” a 


statement which has been welcomed fF 





wholeheartedly in Britain. Pro 
tectionism in England has irrefut- 
ably stimulated increased activity 
in the home industry. This ad 
vantage of protectionism is coun: 


living, by handicapping Britain's 
export industries, and by giving an 
added impetus to Dominion eco 
nomic self-sufficiency. The reck- 
oning must one day come. 


* * 


China 


The revisions of the Chinese 
tariff has created a grave problem 
in the Far East, which may be in- 
terpreted as well, as a flagrant vio. 
lation of the open-door policy and 
marks a forward step on the patt 

oe of Japan toward her pan-Asiatic 
Se goal. The new tariff,.in fact, fa 

“ vors openly and cynically the com: 
mercial and industrial interests of 
Japan, to the detriment of domes 
tic Chinese industry and, in addi 
tion, incorporates a subtle discrim: 
ination against the importation of | 
American and European merchan | 
dise. The new tariff has been candidly labelled “pro | 
Japanese” and has not only provoked intense opposition | 
among Chinese industrialists directly affected and labor 
menaced by the further extension of unemployment, but | 
has engendered the indignation of all classes of people} 
against a measure so obviously favoring the one country 
which, for so many years, has been the instigator ot 
Chinese humiliation. 

The strict censorship imposed prevents a detailed explana’ [ 
tion of the scope of the commercial interests affected, and i" 
a forecast of the political repercussions to ensue would, § 
at this stage, be premature. 4 

The anti-Japanese boycott, formerly extremely effective, 7 
has in actuality become a thing of the past, and official 
statistics show a sharp rise in imports originating from) 
Japan during the first quarter of this year. Specifically, 
by astute commercial propaganda and by an attack off) 
ruinous dumping, Japan has recaptured the Chinese textile § 
market, selling yarn at $20 per “bundle,” below domestit 
quotations. : 

The advance of Japanese imperialism received a sharp & 

(Please turn to page 50) 
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Your Money and 


Mine 


Part I of a Series on Coming 


Changes in Money and Banking 


By Rosert H. HEMPHILL 








OMEONE has said * 

that the primary es- 

sentials to sustain 
civilized man are air and 
money. To the urban 
dweller at least, this is true. 
At least 75 per cent of our 
civilized population cannot 
exist without money. 

When one reflects upon 
this startling fact, it is 
amazing that so little study 
has been given to this sub- 
ject. 

Three quarters of our 
population cannot obtain 
the primary essentials, food, 
clothing and shelter, with- 
out money, and yet provi- 
sion for this essential ele- 
ment has been left largely 
to hazard and almost no one 
seems to understand it, not 


all of us. 


Whether or not one subscribes to the theory that 
the money supply is both the cause and cure of the 
depression, the following lucid article by an au- 
thority on money and banking will be found most 
interesting. Mr. Hemphill’s views are his own but 
we are glad to present them as a contribution to 
current thought and discussion on a subject vital to 


In his second article in this series on Coming 
Changes in Money and Banking, the author will show 
how our money originates, expands and contracts in 
volume, and will discuss the various proposals which 
are being advanced to revise our banking system and 


so control these fluctuations. 


not directly exchange goods 
and services. Our goods 
or services must first be 
exchanged for money. We 
then exchange the money 
for the products of others. 
But the final exchange can- 
not be made in our modern 
civilization unless our labor 
or product is first converted 


into money. 
Money then, is the inter- 
mediate commodity for 


which all goods and services 
must be exchanged. 

It is therefore as impor- 
tant as the combined im- 
portance of all the goods 
and services we produce. 

If there is no money for 
which we may exchange, 
the exchange obviously can- 
not be made. If the supply 








because it is a particularly 
complicated subject, but be- 
cause little or no attention has ever been given to it. 

From childhood everyone has been accustomed to accept 
money as a matter of course, and without thought, just as 
we accept electricity, and press the button with confidence 
that the light will appear instantly. If it does not appear, 
the average man is lost. 

Just so he is with money. It comes out of a great void 
which he has never explored, and disappears into another 
unexplored area. It is only when it fails to appear that 
the layman concerns himself about it. 

For five years everyone’s wages, salary or income has 
been diminishing as though the common source were dry- 
ing up, and for this compelling reason money is today the 
focal point of everyone’s anxious thought. It will be the 
central legislative activity in the next Congress. 


Simple but Vital 


There is no complication whatever about this subject— 
our money. Dismiss that idea. It is as simple as ABC, but 
it is tremendously important. It is so important that our 
civilization may collapse because intelligent men and 
women, statesmen, teachers and leaders, consistently neglect 
to study and understand it. 

We have heard so often that money is the universal 
medium of exchange, that the phrase has lost its compelling 
significance. It must be clearly visualized. 

Civilization is but the development of means for creating 
and exchanging goods and services. But civilized man can: 
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is inadequate, our exchange 
is necessarily equally re- 
stricted. It should therefore be clear that the total volume 
of money available controls the maximum exchange of goods 
and services of the nation—the progress of our civilization. 

This one central fact, which I believe to be the most im- 
portant fact in our whole economic structure, is the one 
fact which the vast majority of informed people persistently 
ignore. 


Consider the Total Supply 


Even the ablest of our merchants and manufacturers gen- 
erally refuse to consider the total quantity of money in cir- 
culation as affecting their own affairs. They focus their 
attention upon the money which they have momentarily. 
They refuse to realize that the money which others have 
today will be the money they should have tomorrow. 

The money which others have—the total money which 
all others have, is of first importance; it will determine the 
maximum amount which the individual may hope to have 
tomorrow, or next week, or next month, or next year. 

To get even our equitable pro rata share in competition 
with others, it is of course necessary that our services and 
products compete successfully with the services and products 
of others; but more important than this to everyone, is the 
question of the total amount of money in circulation. It is 
obviously useless to compete for something which does not 
exist; if the total is deficient, our share is necessarily pro- 
portionately restricted, even if we compete successfully. 

In the final analysis, we all receive and spend our equitable 


17 





a rein wee 





pro rata share. It cannot be other- 
wise. 

This seems to be the one point 
which almost no one is willing to 


think about. It is the one point 


which is persistently ignored by 75 
financiers and statesmen, who go 70 
rambling into all the highways and 65 
byways of speculative philosophy, “ 
searching for some theory—some es 
economic fourth dimension to ob- 9 55 
scure a fact which is so simple any- 3 50 
one of moderate intelligence should 2 45 
grasp it immediately. It is a per- 2 40 
sonal question with every man and z 
woman. = 35 
The total volume of money in = 30 
circulation must necessarily deter- 25 
mine the maximum wages, salary 20 
or income which each individual 15 
may obtain. 1 
There are two focal points of 
confusion in this subject which 5 
must be gotten clearly in mind. fo) 1929 





The first—what we use for money; 
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invested in bonds or other liquid 
securities, but the total of ““demand 
deposits” plus currency and coin in 
active circulation is our entire cir- 
culating medium of exchange. 

There is a widespread theory 
that during depressions everyone is 
reluctant to spend money; that its 
circulating velocity slows down, 
This sounds reasonable, but like a 
great many plausible theories, it is 
not true. 

Those few individuals who de- 
crease their purchases and increase 
savings, are negligible, but the 
velocity of even their money does 
not decrease. They almost uni- 











versally deposit their savings in the 
savings bank, where it is immedi- 
ately loaned and spent by the bor- 
rower. It is only momentarily out 
of circulation. In many cases the 
borrower spends it faster than the 
depositor would have done. 

Here and there an individual 


1932 








and the second—how fast this 
money circulates. 

Almost all of us keep our active money, our working 
capital in checking accounts deposited in commercial banks. 
Not in savings banks, but in commercial banks, where this 
money is held subject to check. 


What We Use for Money 


The weekly statement issued by the Treasury, called 
“Money in Circulation,” is meaningless, as this refers only 
to the currency and coin outside the Treasury and the re- 
serve banks. It includes the idle cash reserves of state 
banks, hoarded money, all money lost or destroyed, and all 
our currency and coin in foreign countries. 

The currency and coin actually in circulation in this 
nation has probably never exceeded 3 billions of dollars, and 
is usually nearer 2 billions. 

Currency and coin is only a small part of our money 
in circulation. The major part is bank deposit credits; 
the total credit balances in our respective checking ac- 
counts. 

Ninety-five per cent or more of our payment for goods 
and services is made by checks drawn against demand de- 
posits. In the bank it means just a bookkeeping entry by 
which one person’s deposit account is charged and another's 
credited with the amount of the check by which the trans- 
action is effected. 

These credits are in constant motion. Depositing 
checks, or paying checks, simply transfers the credit from 
one person to another, but does not change the total in all 
banks. 

A consolidation of the statement of all the banks in the 
nation is made only once each year, on June 30. 

On June 30, 1929, our total stock of money of all kinds 
actively in use in the exchange of goods and services, was 
approximately 27 billion dollars. Of this amount approxi- 
mately 244, billions was in demand deposits subject to 
check in our commercial banks, and approximately 21/2 
billions in currency and coin in circulation outside of the 
banks. 

There is no “idle money” in this department. This is 
our working capital and it is in constant circulation. Indi- 
viduals almost invariably keep their idle surplus in savings 
or time deposits and corporations keep their liquid reserves 
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may keep a larger demand balance 
when the supply is deficient, but 
these instances are rare and confined largely to the speculat- 
ing fraternity. Money and credit employed in speculation 
have no effect upon the exchange of goods and services. 

People economize because they have to. Because their 
wages, salary or income is reduced. As a matter of fact, 
when the supply of money is deficient commercial and in- 
dustrial business generally is transacted on a smaller margin 
of cash working capital than in prosperous times, so that if 
these were the controlling factors, the velocity of money and 
credit would increase as the total amount in circulation 
diminished. 

The circulating speed of our money does not however, 
depend upon these factors; it is an unchangeable element 
integrated with the functioning of our industrial and com- 
mercial system, the continuous exchange of goods and serv- 
ices, and could be neither accelerated or retarded without 
changing our whole system of production and distribution. 


Consumer's Cycle 


Let’s try to visualize the operation of our money from 
the consumer’s angle. We are all consumers. We con: 
sume the national output. 

We receive our wages, salary or income at stated periods. 
We spend the money in the following interval. Weekly, 
semi-monthly, monthly, quarterly, semi-annually or annuw 
ally. A graph of the average workman’s income and ex’ 
penditure would look like the business edge of a rip saw 
with fifty-two teeth. He is paid weekly, and his money 
turnover is fifty-two times annually. The salaried man 
fifty-two, twenty-four, or twelve, accordingly as he is paid 
weekly, semi-monthly, or monthly. The great majority are 
paid weekly or semi-monthly. The capitalist usually has 
dividends maturing every month or oftener. The average 
of all payments to the consumer is thirty-six per annum. 
Our average annual individual money turnover is there 
fore thirty-six per annum. Our whole structure is hinged 
upon the speed with which money goes into action as con: 
sumer purchasing power. The velocity with which the 
consumer receives and spends his income. 

It must be remembered that this is a continuous interlock: 
ing process. The merchant who receives our money, de 
taches and distributes a portion as wages, salary or income 
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on the above basis. The remainder goes on to the jobber 
who likewise distributes a portion, which goes into action, 
and so on through each transaction all the way back to 
the producer of the raw material, who receives and dis- 
tributes the final residue. The entire amount has then 
been returned to consumers and has gone into action as 
purchasing power. The average interval occupied for the 
complete cycle from one consumer to another is four 
months. Therefore our money makes three complete cycles 
per annum, and each average dollar in crculation is paid 
to and expended for goods and services by three ultimate 
consumers. Each dollar in active circulation represents $3. 
annual purchasing power. This is the important factor. 


Producers’ Cycle 


Looking at the same situation from the production angle, 
there are 784 products, the production and exchange of 
which engages very nearly the whole of our energies. These 
are known as commodities. 

These goods pass through many hands en route from the 
producer of the raw material to the consumer of the finished 
product; some, such as butter, only three or four, other 
complicated products such as automobiles are assembled from 
many other minor finished products, as many as several 
hundred. The average, however, is twelve. 

The time employed from the raw material to the con- 
sumer is fixed by the physical facilities of production, trans- 
portation and distribution, the product of ceaseless evolu- 
tion. The quantity produced can be quickly adjusted to 
increased or diminished demand, but the cycle of time 
elapsing from the raw material to the consumer cannot be 
changed except slowly over long periods of time by count- 
less improvements in the complicated structure of our pro- 
ducing, transporting and distributing mechanism. 

The average cycle from raw material to consumer of our 
784 commodities is four months, three cycles per annum. 

These 784 commodities, which everyone buys and which 
nearly everyone is engaged in producing, transporting or 
delivering, either directly or indirectly, pass through an 
average of twelve hands from the producer of the raw 





What is important? The dough, says Mr. Hemphill. 
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material to delivery of the finished product to the ultimate 
consumer, and require an average of four months for the 
complete cycle. 

In each one of these exchanges, these goods, in whatever 
stage of completion, are exchanged for money. The quan- 
tity exchanged is governed by the quantity of money offered, 
ie., the effective demand. 

A true picture of our economic structure is that of a con- 
stant flow of goods moving in one direction from the pro- 
ducer to the consumer, and a constant flow of money moving 
in the opposite direction. This stream of money and the 
stream of goods must necessarily be of exactly the same 
value. They obviously move at the same speed. 

If any of this money is taken out of circulation, an equal 
amount of the goods stops instantly at the point the money 
goes out of circulation. Surpluses accumulate all the way 
back to the producer of the raw material at all points where 
these transfers take place—a surplus which cannot move 
forward toward the consumer because there is no money 
to move it forward. 


The Cause of Depression 


If a large amount of money is withdrawn from circulation 
at many points, necessarily this interrupts the flow of goods 
over a wide range of products, and we have immediate and 
widespread confusion. Surplus goods accumulating in all 
departments; merchants, wholesalers, producers, all curtail- 
ing their purchases or production of goods and services, 
with resultant substantial unemployment, and eventually a 
general depression. 

We then have the paradox of a potential consumptive 
demand and a surplus supply; all the facilities for effecting 
the exchange of goods and services excepting one—we have 
insufhcient money. That is all that is lacking. 

It is unimportant whether our money performs thirty-six 
transactions per annum, consisting of three complete cycles 
of twelve transactions from the producer of raw material to 
the consumer, or whether another set of statistics would 
indicate a gross turnover of thirty transactions, con- 

(Please turn to page 49) 
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Happening in Washington 


By E. K. T. 


President Roosevelt is setting 
the stage for a new act. This time 
recovery is to be the star of the three 
R’s of relief, reform and recovery. 
Cryptic references by F. D. to higher 
prices—not necessarily 1926 prices, but 
balanced prices—point to another ad- 
justment of the money carburetor. The 
professors have vanished (knock wood) 
and shoals of business men and bank- 
ers flit through the White House— 
some of them furtively escaping the 
reporters. Their counsel has been that 
now recovery must be put before re- 
form. Faith in the dollar, now and 
hereafter, must be restored. Two steps 
are necessary to that end. A definite 
program of approach to a balanced budget must be deter- 
mined upon and emphatically declared; the full gold stand- 
ard must be re-established. But the President is said to feel, 
for various reasons, that he must take another shot at 
devaluation. This is what these sound money men expect 
to eventuate: 

(a) <A convincing statement by the chief executive 
of policy and intention to balance the budget. 

(b) Commitment to final valuation of the dollar at 
about 55 per cent of the old gold dollar—and return to 
a full functioning gold standara. 


The annual budget message will present the spot- 
light opportunity for budgetary reassurance. Political fac- 
tors indicate that it may be deemed judicious to give a 
commitment to full restoration of gold before Congress 
convenes on January 3. Prospects are for the election of 
an overwhelmingly Democratic Congress, shot through 
with monetary and financial irregularity and disposed to 
resume the full constitutional rights and prerogatives of the 
legislative branch of the Government. Rising prices, what- 
ever the cause, are now favoring the President’s bent 
toward opportunism and also his fondness for making a 
showing of unswerving continuity of policy. 

A little further rise might give him the cue to take 
the position that his devaluation of the dollar had sub- 
stantially attained its purpose and, that being the case, 
the need of the hour is fixity of value of the monetary 
unit. This would be accomplished by the further gesture, 
for the sake of consistent placation of the money radi- 
cals, of a slight additional—but final—devaluation of 
the dollar. 


Great Britain, however, would have to be consulted 
and a joint policy of stabilization agreed upon whereby 
that country would be permitted to return to gold with a 
slightly less proportion of gold to the pound than formlerly 
prevailed when the pound corresponded to $4.86-plus in 
terms of the gold dollar,—it being the British contention 
for years that the pound was overvalued in 1925. It is 
known that the question of this proportion has been in- 
formally discussed between representatives of the two 
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Unless the President re- 
served right for further action in 
proclaiming the new standard his 
decree would be precisely the same 
as an act of Congress, and only 
a repealing act could change this final 
Presidential stand. Even if he did, as 
a precautionary measure, make a pro- 
bative conditional reservation Congress 
would still be in the discredited posi- 
tion of attacking a Presidential decision, 
should it be prompted to disagree. Fail- 
ure of such an attack is certain, espe- 
cially if the decision should be made 
and popularly acclaimed before the 
convening of Congress. 


countries. 


The national budget is always and _ everywhere 
the foundation of monetary stability. Full return to the 
gold dollar, although perhaps on the bullion basis of con- 
vertibility, is not enough, to restore investment confidence. 
So long as a country’s finances are not in sound condition 
its currency and credit are precarious. Now, in this coun 
try it is not necessary as yet for the Government to live 
wholly within its annual revenues. The prime desideratum 
is that the national fiscal policy shall be making undeviat- 
ingly in the direction of a balance. There is still a large 
margin of investment capacity left in the banks to float 
government obligations; and, in the absence of any other 
place to put their funds, banks will buy governments. We 
can safely float obligations to meet decreasing deficits in 
revenues for two or three years more, if necessary, if the 
owners of surplus funds are convinced that we are putting 
our house in order. When that conviction is enjoyed and 
dependable money goes along with it private investors will 
relieve the banks of the burden of government financing. 
There is need that Roosevelt establish this conviction. 


Advice to business men, investors and speculators is 
to be ready for a decided inclination to the right by the 
President in money and fiscal matters—and what that im- 
plies. But be ready, also, for the characteristic offsets. The 
pursuit and persecution of the utilities—light and power— 
will continue. There will be more of those quasi-socialistic 
Tennessee Valley, U. S. sponsored Utopias, and well-meant 
but dangerous planned economy schemes will continue, 
especially in agriculture and land utilization. 

Don’t get it into your head that taxation is to be reduced. 
This Administration believes in large spending. It will bal- 
ance the budget but the weights at both sides of the scales 
will be tremendous. 

If there is one thing to which it will cling in the inter 
est of social justice it is the idea of distributing wealth 
through taxation. This will never again be a low-tax 
country. 

Get used to that as you would to a permanent change 
of weather. Do your best, and you will not be able to 
pass all of the taxes along to the ultimate consumer. This 
may mean that your profits will average smaller, by and 
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large, than in former times. And the wealth-distributing 
idea will not stop with taxes—the field of governmental 
business will expand. 

Socialization and governmental intervention in business 
have been given an impetus by Roosevelt that can never be 
overcome. And, I should add, they have been pushed 
along by business itself. I am impressed by the irony of 
Jesse Jones, sitting at a gathering of business men who were 
venting their indignation at government in business, jotting 
down the amount of R F C loans of each kicker. 

De Tocqueville, long ago, said that America, when 
it took up democracy and universal suffrage, had started 
on a road that must lead to more and more extension 
of government into economy. Every depression has 
given us a shove in that direction. Viewed a hundred 
years from now, this evolution may be judged all to 
the good. In the process it is bound to be irritating, 
confusing and discouraging. The rules of the business 
game are changing, but it doesn’t follow that the game 
will no longer be worth the candle. 


Take N RA. Here Roosevelt has got ahead of the 
masses. The people, on the whole, don’t like it. We're 
going to have a sharp retreat after this particular “advance.” 
A year ago all the betting was against the courts giving 
NR Aacheck. Now the betting is the other way. Rich- 
berg is cautiously liquidating the Johnsonian institution. 
Actual price-fixing is already getting some savage jolts in 
the lower U. S. courts. And yet this prospect is not a 
cause of joy to a lot of business men. When governmental 
policies are on our side of the game of life they are con- 
servative, when they help others at our expense they are 
dangerously radical. It is comical to see a life-long price- 
cutter contending for fixed prices—a U. S. marshal 
in every shop—throughout an industry, and yet I have 
seen just that—without a grin 





through the front door, instead of the back door of dubious 
lobbying. 

And this much N R A has done in a powerful nega- 
tive way: It has proved to thousands of officials and 
millions of people that in this country nothing of im- 
portance can persist unless the public is for it. 


Labor Leaders are quietly exerting all their influence to 
bring about the truce of labor and capital the President 
desires. They are looking ahead and they begin to see 
that the bullheaded way they have sought to grasp power 
under Section 7(a) of the Industrial Recovery Act as apt 
to land them in the clutches of the law and the courts. 
They have fought the injunction powers of courts for years, 
but they are now realizing that collective bargaining can 
be forced to a point of compulsory compliance with con- 
tracts and arbitration decrees. 

The Government can not go on indefinitely punish- 
ing employers without punishing employees for infrac- 
tions of established labor relations. The peak of Presi- 
dential petting for walking delegates has passed. Em- 
ployers need no longer fear to counsel with their em- 
ployees. 


Richberg is becoming a steadying power in the Admin- 
istration. He and Miss Perkins no longer travel the same 
road. Philosophically, he is against price regulation, but he 
doesn’t see just how wages can be regulated, and not prices. 
At heart he is against both, but his associations as a labor 
lawyer handicap him. He finds a way out in the emergency 
alibi. If protected prices were suddenly withdrawn wages 
in the affected industries would be shattered. 

Industries that have protected prices can count on 
them until N R A expires—next June—provided they 
wish to retain them. They are divided on that point, 

but wouldn’t be if compli- 





in a whole hall. nec 
Not much of N R A as 
an entity will be left after 
next June, and that colos- 
sal factory of business laws, 
orders, decrees, decisions 
in a word the unnamed 
government department for 
the control of all business 
—will leave a melancholy 
site rather than a monu- 
ment to mark its hectic 
career. The Federal Trade 
Commission will take over 
most of its teeth—such as 


may be left. 





fidence. 


Stiff taxation. 


in spring. 


An economic council— protected prices. 


Something of the sort will suc- 
ceed to any new. ground 
N R A may bequeath to the 
future, something that will 


Washington Sees— 


New drive for restoration of business con- 

Another gold reduction “shot” ana simul- 
taneously dollar stabilization. 

Budget balancing program—and not maybe. 

Little peak for business next month, big one 


Liquidation of N R A, but maintenance of 


Richberg turning conservative. 
Labor union arrogance on the wane. 


ance could be procured. 
That is impossible until 
conflicting decisions of 
courts are disposed of— 
and probably not then un- 
til human nature changes 
and police forces are mul- 


tiplied. 


Business outlook near 
view in Washington is that 
torrential outflows of public 
funds will push the consumer 
goods industries onto a higher 
peak than was attained in July 
of 1933. This next peak is 
expected in the early spring, 
after a foothill eminence next 
month. Hope, long deferred, 
still insists that durable goods 
industries are making some 
progress and have a chance for 





keep the rights and welfare of 
business at the top of the 
Washington whirlpool. 

We have been prone to give too much energy to adver- 
tisement of the tyrannies and other errors of N R A. 
It should be given credit for endowing American business 
with a better moral spirit, for emphasizing the fact that our 
complex business world has outgrown much of the wolfish 
competition of pioneer days and for putting to the front 
the idea of home-rule in business. You might call this 
latter the honor system. Here perhaps are the beginnings 
of the formal introduction of business into government 


for OCTOBER 27, 1934 


a dramatic spurt next spring. 


For the long view of business emphasis is placed on 
theory that this country is now pretty well readjusted to 
the degree of long-time self-containment enforced by con- 
flicting nationalistic policies throughout the world. When 
this readjustment is completed it is considered possible for 
us, as for no other country in the world, to attain new 
heights of prosperity independently of lethargic interna- 
tional commercial relations. The United States is in many 
respects an economic world within itself. The home market 

(Please turn to page 52) 
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Home Renovation—A Spur to 
Durable Goods 


Companies Associated with 


Building Industry Should Benefit 


By Apert L. DEANE 


Deputy Federal Housing Administrator 





T has been repeated so often 
as to have become a common- 
place, that real and lasting 

economic recovery cannot be hoped 
for until there is a revival of the 
durable goods industries. 

As a corollary of this, the real- 
ization is becoming widespread 
that the only field of economic ac- 
tivity where such a revival can be 
expected now is housing. 

For in no other field is there 
likely at this time to be any con- 


There are about 29,000,000 homes in 
this country. About 13,000,000 of them 
are in urgent need of repairs and im- 
provements, and of these latter, some 
3,000,000 have deteriorated to such an 
extent that they will have to be either 
practically rebuilt or torn down. 





the basis of what is needed right 
now—although the demand here, 
as in other fields, has long re 
mained ineffective. To a consid: 
erable extent, however, this in- 
effectiveness has resulted from the 
lack of proper financing facilities 
for owners and prospective owners 
of homes, rather than from their 
absolute inability to pay for better 
housing. 

The dependence of the durable 
goods industries on the various ac: 





siderable investment of new capi- 
tal, since capital cannot be expected 
to go where there is not a definite promise of a profitable 
return. 

With practically every division of our industrial equip- 
ment having a productive capacity beyond the present 
effective demand of the market, it would be unreasonable 
to expect that any considerable volume of additional 
equipment will be installed, until something happens to 
increase very substantially the effective demand. 


A Field of Under-Consumption 


This is not to argue that we have an absolute surplus 
of industrial equipment. No doubt we will need much 
more than we have, particularly a complete modernization 
of our plant capacity, when we succeed in correcting the 
maladjustments which make it impossible for idle men to 
go to work and produce the goods and services they so 
desperately need. But in the meantime much of our 
existing industrial plant life is idle, and it would be flying 
in the face of common sense to hope that under such 
conditions investment in additional equipment will be made 
on any considerable scale. 

Housing, on the other hand, represents a great sector of 
our equipment for living in which there is already a defi- 
nite shortage—a shortage which is fast becoming acute. 
This is manifest both in the lack of construction of new 
dwellings and in the lack of maintenance of buildings al- 
ready in use. It is reliably estimated that already we are 
in need of more than a million new homes, and that about 
13,000,000 homes now occupied are in serious need of 
repairs. 

Clearly, then, there is an urgent demand for more and 
improved equipment in the field of housing—solely on 


> 


tivities may be illustrated by the 
plight of the lumber industry. Be- 
fore the depression, about 400,000 new homes were built 
annually in the United States, requiring about 8 billion 
feet of lumber. Altogether, to supply this lumber and its 
products and that required for general construction and 
industrial purposes, something like 800,000 men were 
employed in the forest industries, as compared with about 
300,000 at the present time. If employment and pay rolls 
could be restored in these industries the streams of indus: 
try and trade in general would be replenished at thousands 
of sources. The present state of stagnation and the pos: 
sibilities for greatly increased employment and pay rolls are 
much the same in the other industries serving construction 
in general and housing in particular. Brick, cement, gyp- 
sum, lime, synthetic materials, roofing, steel, hardware, 
plumbing and sanitary equipment, electrical equipment, 
paint—these are some of the durable goods industries di: 
rectly dependent for their markets upon the construction 
and maintenance of buildings. 


Two Objectives 


When the President sponsored and the Congress passed 
the National Housing Act last June, the facts outlined 
above had been carefully weighed and considered. Conse 
quently, the new legislation was enacted with a double 
purpose. It was designed on the one hand to improve the 
standards and conditions of housing, and on the other hand 
to revive the durable goods industries. Thus it is quite 
proper to speak of the program being carried out by the 
Federal Housing Administration in accordance with the 
Act, either as a measure of economic recovery or as a means 
for the better housing of the people. 

The Act provides the means whereby financing facilities 
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' should have been made long ago. 


' assurance of 








are to be made available to the owners of buildings of all 
kinds for making the repairs and improvements which 
This constitutes the 
immediate part of the program, which has been in opera- 
tion since the middle of August and will expire by limita 
tion at the end of the year 1935. The Act also provides 
for the initiation of mutual home mortgage insurance and 
for the establishment of national mortgage associations. 


Only Private Capital 


The latter provisions contain the legal basis for the 
permanent or long-range part of the building revival pro- 
gram, through which there is to be developed, for the first 
time in America, a co-ordinated national home mortgage 
fnancing system. Both the immediate and the long-range 
phases of the program are based essentially on the use of 
private capital, through the free operation of individual 
initiative and enterprise. The role of the Government is 
to be confined to that of facilitating the organization and 
coordination of existing privately owned financial agencies 
and the establishment under private ownership of certain 
new ones necessary to round out the national system. 

Only the immediate phase of the housing program will 
be discussed in this article, for, notwithstanding the im- 
mense importance of the long-range program for the future, 
it offers both an opportunity and a challenge to individual 
enterprise all over the country to break the economic jam 
of the depression now, rather than to wait for further help 
from the Government. 

Essentially, the program now in effect consists in making 
available to property 
the advan- 


owners 
tages of installment 
credit under par- 
ticularly favorable 
terms and condi- 
tions. Such credit 


is being furnished 
entirely from private 
sources, and the 
favorable terms and 
conditions are to be 
granted by the lend- 
ers in return for 
what amounts to a 
complete guarantee 
by the Government 
against loss and full 
the 
liquidity of the 
loans. Approved 
financial insti- 
tutions, such as 
banks and trust 
companies, finance 
companies, building 
and loan  associa- 
tions and the like, 
are invited by the 
Federal Housing Administration to accept a contract of 
insurance, whereby each institution is insured against all 
losses up to 20 per cent of the aggregate of loans made for 
the modernization and improvement of all kinds of 


Fechner Photo from Nesmith 


buildings. 


The loans are in amounts of from $100 to $2,000, for 


) periods of from one to five years, and are repayable in equal 
' monthly installments, except in the case of farmers. Eligible 
| to borrow are all owners of improved real estate who have 
' tegular and reasonably assured incomes of at least five 
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times the annual payments required on the loans and who 
in other respects can satisfy the lending institution as to 
their character and ability to pay. Maximum charges for 
the loan service, including interest and all fees of what- 
ever nature, are based on $5 discount on a one-year note 
for $100 payable in equal monthly installments with longer 
terms at a proportionate rate. 

To compensate the banks and other lending agencies 
for this limited rate of return, which is considerably lower 
than customarily received by any class of institutions regu- 
larly engaged in furnishing installment credit, the insurance 
mentioned above is provided free of charge by the Govern- 
ment. That it is in effect a full guarantee against loss will 
be clearly understood, when it is recalled that no well con- 
ducted financial institution would ever dream of doing 
business with the expectation of losses of even 3 per cent 
of the aggregate amount of any class of its loans, whereas 
the insurance is up to 20 per cent. Experience has shown, 
in fact, that losses on this kind of loan have rarely averaged 
as much as 3 per cent. 


Liquid Loans 


Complete liquidity of the loans is assured by the fact 
that the Federal Housing Administration stands ready, in 
case of necessity, to lend any financial institution up to 
100 per cent of the current face value of the modernization 
and improvement notes in its possession. Thus these notes 
are in effect just as liquid as paper eligible for rediscount 
at the Federal Reserve Banks. To eliminate any possibility 
that such loans might be criticized by bank examiners 
because of their term 
being longer than 
that of ordinary 
commercial 
advances, the Comp- 
troller of the Cur- 
rency, the Federal 
Reserve Board and 
the Federal Deposit 
Insurance Corp, 
have issued instruc- 
tions to the effect 
that they are not to 
be so criticized. 
Many state banking 
commissioners have 
issued like rulings. 

As every compe- 
tent banker knows, 
character and ability 
to pay is the only 
really sound test for 
any sort of credit 
transactions, other 
than such as those of 
a pawnbroker. But 
this precept must 
be given special 
emphasis in the mat- 
ter of modernization and improvement loans. Moreover, 
ability to pay must be judged, not on the basis of what the 
borrower can pay at one time in a lump sum, but of what 
he can pay without undue difficulty in comparatively small 
amounts month by month. To a very considerable extent 
this program demands of bankers a new approach to the 
whole question of credit risks, but in view of the experience 
and record on this type of loan by those institutions which 
have specialized on it, the enormous amount of idle funds 
at their disposal and the immense possibilities inherent in 
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the undertaking for safe and reasonably profitable business 
of the kind best calculated to break the economic jam and 
start the process of recovery, can anyone doubt that a new 
approach is more than justified? Bankers complain of lack 
of commercial loan demand. They now have an opportunity 
to make loans which will restore commercial borrowing. A 
Mid-Western banker thus outlines the prosperity sequence 
of these loans in a recent letter: 

“First, it provides immediate employment for the car- 
penters, plasterers, painters, sheet metal workers, plumbers, 
and others who actually work 


by the nation-wide program, probably two dollars of cash 
business is undertaken for each dollar of insured loans, 
Every property owner who can is urged to pay cash, but if 
that is not possible he is urged to use his credit with an in. 
sured institution rather than delay both the benefits to him- 
self and the general economic improvement his expendj- 
ture will induce. 

In addition to the banks and other financial institutions, 
several large manufacturers of building materials and sup 


plies, operating on a national scale, have established finance} 
companies of their own to ex ff 








on the property, and the men 
and women who make and sell 
and transport the lumber, roof- 
ing, paint, cement, furnaces, 
oil burners and other equip- 
ment. 

“Second, the payrolls thus 
created immediately appear in 
the retail trade, creating sales 
in retail stores which furnish 
employment for more clerks 
and make more demand upon 
the factories and farms for 
merchandise and produce, and 
upon the railroads and trucks 
for more transportation. This 
new demand creates new fac- 
tory payrolls and farm incomes 
which immediately appear as 
purchasing power in the retail 
stores, and the cycle begins 
again. 

“This is the process (here 
greatly over-simplified) by 


(Note. 





Company 


“Including extras. 





Direct Beneficiaries of Housing 
Activity 


Almost everyone is helped in some way by in- 
creased building: the carpet and linoleum makers, the 
electrical equipment manufacturers, those that make furni- 
ture, radios, glass and a million other things.) 


Alpha Portland Cement...... 
Am. Radiator & Std. Sanitary... 13 
Certain-teed Products....... 
Devoe & Raynolds “A”’...... 
International Cement....... 
Johns-Manville............. 
Lehigh Portland Cement..... 
Miational Teed ..........000080. 
Penn-Dixie Cement......... 
Sherwin-Williams.............. 


and conditions prescribed by 
the Federal Housing Adminis 
tration. 

One of these reports an in- 
crease of 350 per cent in busi 
ness during September of this 
year as compared with Septem 
ber, 1933, and that the per: 
centage of increase over last 
year is growing every week, 
largely attributable to the 
modernization and improve- 


Recent Price Dividend | 
$14 


5 as ment program. 
43 2.00* Another corporation, previ- 
22 ously engaged through its 
47 finance company in furnishing 
is Se as modernization credit, reports 
148 5.00 for the first fifteen days of 
ae 3 wre October this year an increase 
70 3.00 of more than 560 per cent 
ao 1.00 over the corresponding period 


of last year, in actual dollar 
volume of modernization notes 














purchased. 





which men and women ex- 
change the services that they 
are able to perform for the services performed by others 
which they require. It is the process by which we make our 
living in the world. This process has been dreadfully 
jammed and deadlocked. We are now engaged in liberat- 
ing it from this lamentable restraint. 

“Idleness of men and machines is not simply the result 
of the depression, it is the depression. Getting men back 
to work is our whole job.” 

What of the results of the modernization and improve- 
ment program to date? At the time of this writing, only 
two months from the time the regulations of the Federal 
Housing Administration were promulgated, the nation-wide 
program is only just beginning to gather momentum. Some 
2,600 local community campaigns have been organized, in 
every state in the Union. Over 8,500 financial institutions 
have accepted the insurance contract and every state is 
being served by a considerable number of institutions 
authorized to make the loans. Moreover, new acceptances 
of the insurance contract are coming in daily. 

Actual results so far in terms of loans made are difficult 
to judge, since the lending agencies are not required to 
report any particular transaction for thirty days. From 
such reports as are available, however, it would appear that 
this early in the campaign the loans are being granted in 
amounts aggregating over a million dollars a day. Each 
day’s grist of reports shows from all over the country 
a substantial number of new names of financial institutions 
making the loans, indicating that as the plan comes to be 
better understood, property owners and banks and other 
lending agencies everywhere are beginning to take advantage 
of their opportunities. 

The number of loans reported do not tell the story ade- 
quately. It is known that as a result of the activity induced 
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Still another manufacturer 
expresses gratification that a substantial increase in volume 
of businesses, “especially during the past two weeks, can be 
attributed in major degree to the program of the Federal 


Housing Administration.” 


A better indication of the results of the entire program 
would undoubtedly be given by the increase in the Septem- 
ber volume of additions, alterations and repairs to real 
property of all kinds, in comparison with the volume in 
September last year. This is true because a great deal of 
modernization and improvement, inspired by the campaign, 
will be paid for in cash without borrowing. Complete 
figures for such a comparison are not available, but data 
have been gathered by the Bureau of Labor Statistics of 
the Department of Labor from 525 cities, scattered all over 
the country, which may be considered as representative of 
conditions everywhere. 

As shown by reports of permits for property improve: 
ments in these 525 cities, the dollar volume of additions, 
alterations and repairs during September of this year 
amounted to about 50 per cent more than in the same cities 
during September, 1933. It is difficult to imagine any 
explanation of this striking increase, other than the influ 
ence of the modernization and improvement campaign, 
which began about the middle of August. These returns 
are all the more significant in view of the fact that in the 
same 525 cities the dollar volume of permits for new resi: 
dential construction fell off by 22 per cent in September of 
this year as compared with September, 1933. 

Let us suppose not only that the urgently needed altera’ 
tions and repairs are made in the 13,000,000 homes that 
are not beyond hope of salvage, but that practically all of 
them are to modernized and improved to the full 

(Please turn to page 50) 
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Latest Government Financing 


Bonds Strengthen as Money Tink- 


ering Appears More Remote 


ED by United States Government 
obligations, the whole bond mar- 
ket rallied sharply when the 

Treasury announced on October 12 
that approximately $1,870,000,000 of 
the 444% Fourth Liberties had been 
called for April 15, next. This is the 
third call on this issue and, when com- 
pleted, the amount outstanding will 
have been reduced from about $6,268,- 
000,000 to about $1,285,000,000. 

Prior to next April, holders of called 
bonds will in the ordinary course of 
events be given the opportunity of mak- 
ing some kind of exchange for other 
Government obligations. The last offer, 
on which the books recently closed, was 
a conversion into either 10-12 year 
34s or four year 2%4% notes and 


about $1,000,000,000, out of the total 


of $1,250,000,000 called, accepted one 
or other of the alternatives. Looking 


| only at the amount converted, the oper- 


ation was quite successful. On the 
other hand, when it is realized that 
holders of only about $400,000,000 


as worth took bonds, the balance taking 


the short-term notes, there arises the 
unhappy thought that perhaps these 
refunding operations are adding to 
an already topheavy short-term debt 
structure. There is, of course, a 
saving in interest charges. On the 
first call, it is estimated that about 
$19,000,000 was saved annually 
and on the second about $15,000,- 
000. But on short-term paper there 
should be a saving in interest and, 
if what the Government has gained 
is no more than the reflection, for 
the most part, of the normal differ- 
ence between the price of a long and 
the price of a short maturity, it 
might perhaps have been better to 
have left matters as they were. A 
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| Government's credit depends upon 


its ability to sell long-term bonds; 


| when it cannot sell short-terms it 
cannot sell anything, nor incidentally 
dispose of its paper currency. 


At the same time, to the extent 


By J. S. Witirams 


that the Government 


must be considered constructive. 


order to assure success. 


April. 


Yet, while this is a reasonable view 
of the outlook, it is not as completely 
assured as some commentators would 
In other words, while 
it is hardly likely that a government 
would dilute its currency on the eve of 


have us believe. 


is converting 
long-term bonds into long-term bonds 
bearing a lower rate of interest, these 
operations with the Fourth Liberties 
It is 
merely unfortunate that the whole was 
not of this nature and that short-terms 
had to be offered as an alternative in 
The better 
tone to the bond market to some extent 
is justified therefore, for it not only 
sees large refunding operations partially 
successful, but it feels that the latest 
flan would never have been attempted 
had further tinkering with the dollar 
been planned between now and next 
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an important refunding operation so 
many curious things have happened 
over the past year or two that nothing 
is inconceivable, particularly when, as 
would be the case here, the dilution 
would not spell disaster. If it were 
necessary, the Government could take 
the so-called profit resulting from any 
renewed devaluation and this, added to 
the Treasury's current balance of more 
than $2,000,000,000, would be ample 
to pay off the called bonds in cash and 
without recourse to the exchange offer 
that otherwise would be made. 
Nevertheless, despite the fact that 
this possibility is the stronger because 
of the President’s recent statement to 
the press in which he said that the 
prices for some things had not yet 
moved high enough and that the price 
of gold might be a factor in bringing 
them up to the required level, the con- 
ventional viewpoint that the latest 
“call” means no further devaluation 
for a time probably makes the better 
case. Assuming that this actually is 
to occur, a well-sustained bond mar- 
ket over the next few months is a 
logical expectation. Any selling 
that might develop in the Govern- 
ment section of the list likely will 
be counteracted by action of the 
stabilization fund in order that the 
best possible market may exist for 
the refunding. Such strength in 
governments can be counted upon 
to bolster domestic corporate issues 
of all kinds. 

There is, moreover, the fact that 
the Securities Act is still working 
against new issues, and that as sur- 
plus investment funds pile up the 
scramble for existing outlets becomes 
more acute and this, too, has been, 
and still is, an important sustaining 
influence. 

On the other hand, if the outlook 
for the bondholder from a price 
standpoint is somewhat better by 
virtue of what the Government is 

(Please turn to page 49) 
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HE Macazine oF WALL Street's Bond Ap- 
praisals of active and important bonds is pre- 
sented in two parts. The sections alternate with 
appropriate alterations and additions, so that holders 
and prospective buyers of bonds may be constantly in- 
formed as to the effect of developments in the largest 
number of issues. 
Naturally, it is understood that all the issues men- 
tioned do not constitute recommendations, although 
the relative merit of each is clearly indicated either 


by the tabular matter or by the comment. For those 
who desire to employ their funds in fixed income-bear- 
ing securities we have “double starred” the issues 
which appear to us most desirable, safety of principal 
being the predominant consideration, while a single 
star designates those which, while somewhat lower in 
quality, nevertheless provide an attractive income, or 
offer possibilities of price enhancement. 

Inquiries concerning bonds should be directed to our 
Personal Service Department. 
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Company debt issu A Yield to COMMENT 
(mil’ns) (mil’ns) 1932 1933 Callt Recent Maturity 
Atlantic Coast Line R. R. i 
I os 5 oo ios So Win aac ware 152 51 a | =f NC 98 4.2 Road did much better last year. Bond is a 
strong one. 
Gen. Unif. “A” 414s, 1964............... 152 44 2 aw NC 84 5.6 Junior to issue above and prior liens thereto. 
ae = R.R. Loulevilie @ Nashvilic Coll. 4s, 
pid Giad diake bu bw Ne 4+ wens os <omeld 35 1 mj 105 75 6.3 Secured by 596,700 shares L. & N. R. R., 
currently worth $44 a share. 
Chicago, Rock Island & Pacific Ry. ‘ " 
SPN EA. Sic bis. S:c Sacks cvs 311 100 3 & NC 54 Road is in receivership and interest on this 
issue is being deferred. 
Secured “A” 4 as, _ __ Pe ares 311 40 3 2 10214* 19 ... Secured by $45,000,000 ist & Ref. 4s. 
ist & Ref. 73. _ EEA ae 311 222 _ 2 NC 18 ee Principal and interest in default. 
SS PE OE i ows ob c.00s oo 00.0 scenes 311 32 - 8 105 ’36° 8 5 Not mtge. secured. Will suffer in reorgani- 
zation. 
R. I. Ark. & Lou. 1st 414s, 3.1.34........ 311 15 3 2 105 13 inci i i % 
Burl., Ced. Rap. & Nor. ist 6s,4.1.34.... 311 19 3 ‘2 NC ae } Principal and interest in default 
St. Paul & K. C. Sh. L. ist 4\s, 1941. 311 28 .3 a 105 18 Interest default Aug., 1933. 
a & Rio Grande Western R. R. 
1 Ss od >, See 120 26 .5 6 10214* 25 ... October, 1934, interest deferred. 
Sonal oe 8 ons sade wrens 120 30 .5 .6 105 15 oe Default Feb., 1934, int. on bonds not agreeing 
to deferment plan. 
Rio Grande Western Ry. ist 4s, 7.1.39. 120 15 6 .6 NC 78 9.7 uly, 1934, interest paid. 
Denver & Rio Grande ist 4s, 1.1.36.. 120 42 6 .6 NC 41 9.8§ July, 1934, interest paid. 
Rio Grande Western Ry. ist Cons. 4s, 1949. 120 16 5 .6 100 46 8.7§ October, 1934, interest deferred. 
Pennsylvania .. = 
en See 590 93 4.3 1.2 NC 111 3.8 A high grade investment. 
*Gen. “A” ves. _ Paeae bikie dea Wh nae 590 285 1.2 1.2 NC 101 4.4 ior to issue above. Good gr 
SEES Go ic os oie dns R eww ures 590 60 1.2 1.2 NC 106 2.4 ledged securities — $0,000,000 gen- 
eral mortgage bond 
Shinn os obionw as oud cc ons 590 50 1.2 1.2 105* 103 4.8 Secured pledge tins stocks. 
ee A cnncinwraesscvawes 590 60 1.2 1.2 10214 ’°40* 88 6.2 Tho unsecured by mortgage, issue is of rea- 
sonably good caliber. 
Allegheny Val. Ry. Gen. (now ist) 4s 590 20 1.2 1.2 NC 104 3.4 High grade. 
Pennsylvania Co. Tr. Ctfs. “E”’ 4s, isea. 590 28 1.2 1.2 NC 98 4.2 Well secured holding. 
Guaranteed Issues 
xy. Island R. R. Pt _\ eee 46 27 2.4 2.0 NC 101 3.9 Better grade even on its own merits. 
yivania, Ohi R. 1st “A” 4248, "53. os 27 cas ee 105 105 4.1 New Haven also guarantees. Better grade. 
hio & Detroit ist & Ref. 
J. |e 32 10214* 101 4.4 Better grade. 
Phila., Balt. & Washington R. R. 
ist 4s, ee = 16 NC 107 3.1 Of the highest grade. 
Ye tad | See - 39 NC 104 4.3 Junior to issue above, but still strong. 
Pitts., Cin., Chic. & St. Louis R. R. 
Com. “i G)de, 2000... .......-...-. 39 NC 108 3.0 High grade investment. 
Gen. “B” 5s, 1975 76 NC 107 4.6 unior to issue above, but still strong. 
Western N. Y. & Penn. Gen. 4s, 1943 .. i 10 NC 102 3.7 etter grade. 
**St. Paul Un. Depot ist & Ref. “A” 5s,1972. 15 15 110’42* 111 4.4 Guarantors include the Northern Pacific, Gt. 
Northern and the Burlington. 
. eye e 
Public Utilities ; 
American Telephone & nem Co. 
Collateral Trust 5s, 1946.. 445 66 6.8 6.6 105 109 4.0 Of the highest grade. 
IE Gao oth owes censcksceteus 445 379 6.8 6.6 110* 110 4.4 Strong bond, tho not secured by mtge. 
Bell Telephone of Pennsylvania 
ES SR oy ee 97 85 2.1 1.9 100 ’57 116 4.0 High grade. 
Central Dis. Tel. ist 5s, 1943............: 97 9 2.1 1.9 105 110 .7 Assumed B. T. of Pa. High grade. 
Carolina Power & Lt. ist & Ref. 5s, 1956. . 46 39 1.4 1.5 105* 78 7.0 Of fair caliber only. 
Central Illinois Public Service ist & Ref. (now 
1.6 1.2 104* 63 7.6 Grade is only fair. 
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d issue 
(mil’ns) (mil’ns) 1992 1933 Callt _ Recent Maturity 
~ Cleveland Electric Illuminating Co. oe ee = 
BR OM eo oo Gi sb- nab 6 sce esa-v Sls 40 30 3.9 3.4 102* 108 3.1 High grade. 
Gen. can Sit acw sake dined saws sxe 40 22 3.9 3.4 105 112 4.1 Junior to issue above, but still strong. 
*Commonwealth Edison ist “F” 4s, 1981..... 195 175 2.0 1.8 105* 92 4.4 Better grade. 
Cons. Gas, El. Lt. & Pwr. of Baltimore 
oR Se BE . ere 64 15 3:2 2.9 NC 101 ... Will be paid off. 
een 64 40 3.1 2.9 105* 105 3.8 Junior to issue above, but still high grade. 
Safe Harbor Water Pr. ist 414s, 1979..... 21 21 ie ‘oe 105* 105 4.2 Con. Gas guarantees. Strong bond. 

Detroit City Gas 1st “B” 5s, 1950.......... 31 31 $:3 1:3 105* 87 6.3 Reasonably strong. 

Duquesne Light 1st “‘A’”’ 4lks, Oe 70 70 4.7 4.1 10414* 108 4.1 High grade investment. 

Gulf States Utilities Ist & Ref. ‘“‘A’’ 5s, ’56.. 21 20 ee » A 105* 88 6.0 Reasonably good bond, tho certain municipal- 
ities show disposition to build competing 
plants. 

~ Illinois Bell Tel. ist & Ref. 5s, 1956. 49 49 4.2 as 4 105* 110 4.3 High grade investment. 

Metropolitan Edison ist “D” 4s, 1968... 41 39 2.6 2.4 10714* 94 4.9 Good grade issue. 

Milwaukee Elec. Ry. & Light Ref. ’& 1st (now 

oe ge eee 63 63 1.4 1.4 10314 * 80 6.6 Fairly strong only. 

National Pwr. & Lt. Deb. “B” 5s, 2030.. 280 25 1.4 1.3 106* 61 8.2 Present political trend lowers merit. 

Nebraska Power Ist 414s, 1981. Pe 20 17 3.1 2.8 107144* 107 4.2 Better grade investment. 

Nevada-Cal. El. 1st Tr. 5s, eae. 31 28 1.2 1.2 10214* 68 8.2 Represents large proportion of total debt. 

+e New England Tel. & Tel. Pm “B” 44s, 61. 88 75 2.5 2.3 100 ’53 110 3.9 High grade investment issue. 

New York Steam 1st 5s, 1961.......... 28 28 4 2.0 105* 106 4.5 Better grade. 

North Amer. Lt. & Pr. Bab. aan 54s, 56... 193 18 1.0 def 10214* 48 12.5 None too strong holding co. obligation. 

Pennsylvania Pwr. & Lt. ist 4144s, 1981...... 1382 121 2.6 2.5 105* 97 4.7 Better grade bond. 

Public Service Co. of Northern Ilinois . 

1st & Ref. 5s, 1956. eeseaets« 129 92 a:7 1.4 110 85 6.3 Greater part pledged under Ist lien & ref. 

bonds. Reasonably strong. 

1st Lien & Ref. “F” 414s, 1981..... 129 90 17 1.4 10214* 76 6.0 Jr. to issue above and prior liens thereto. 
Shawinigan Water & Power ist & Coll. “A” 

DN ees adi ining G o.8%e x0ieg'e 64 ose" 89 89 1.6 1.4 103* 96 4.7 Good grade. 
Southern California Edison 

SPD CMDs os0's 0.0 0:00 0's die nee wanes . 138 13 3.0 2.6 105 107 3.5 Entitled to the highest rating. 

DN IN Soe so '00.S ois ance bisa ee 00.0 05:8 138 120 3.0 2.6 105* 101 4.9 Junior to issue above. 
~ Toledo Edison ist 5s, 1962. 28 28 2.7 2.4 105* 104 4.7 Better grade. 
Western United G. & E. ist “A” 514 68, 1955. 26 26 1.9 1.7 105* 86 6.8 Fair caliber issue. 

+ 
Industrials 

Inland Steel 1st “A” 414s, 1978........... . 41 41 def 1.1 102%4* 100 4.5 Strong bond. 

Penn-Dixie Cement ist “GAY 6s, 1941. 10 10 def def 103* 65 14.0 Speculative. 

Philadelphia & Read. Coal & Iron 

Ss Se ; 58 27 def def 105 64 8.0 Almost speculative. 
Conv. Deb. 6s, 1949. eres 58 31 def def 110* 51 138.8 Junior to issue above. 
*Shell Union Oil Deb. 5s, 1 ene 53 33 2 def 102* 102 4.8 All Deb. 5s due 1949 called. 
Shell Pipe Line Deb. 5s, 1952.............. 25 25 9.9 9.1 10214* 103 4.8 Shell Union guarantees. Good grade. 
Sinclair Consolidated Oil " now a ey 
1st Lien Coll. “A” 7s, 3.15.37. -> 68 43 1.0 10114* 104 5.3 Good, sound bond. 
United States Steel Corp. 
Illinois Steel Deb. 44s, 1940............. 93 19 def a defa 105 106 3.4 |(aU.S.Steel’s earnings, guarantor. Both 
C. L. S. & East. ist 414s, 1969........... 93 9 def a defa 110 xe a are high grade bonds. 
Not Guaranteed 
ag ee & East. Ry. ist 5s, 1941. 10 NC 101 4.8 Entitled to a good rating. 
Tenn. I. R. R. Gen. 5s, 1961. 11 NC 112 4.0 Strong, well- secured bond. 
Short-Term Issues 
Due date 
*Armour & Co. (Ill.) R. E. ist 4'4s........... 6.1.39 38 .2n 1.5n 102% 102 4.0 n Years to 10. 31. Good bond. 

Cumberland Tel. & Tel. Gen. 5s............ 1.1.37 15 3.2m 2.9m NC 106 2.0 m Earnings Sou. Bell Tel. assuming co. 
Highest grade. 

Edison Electric Ill. (Bos.) Notes 5s. 5.2.35 61 2.6 2.3 100 ihe ... Called Nov. 3, 1934. 

Phillips Petroleum Deb. 54s.. 6.1.39 27 1.3 ef 101* 100 6.3 Financial position much improved. 

*kTexas Power & Light Ist §s............... 6.1.37 25 1.8 1.8 105 103 3.9 Of good investment caliber. 
THe MVOMUO TE. BGC TGs 66 ccc ccc cecccas 7.1.37 5 2.0 rie NC 100 5.0 Among the stronger traction issues. 




















t Fixed charges times earned is computed on an “over all” basis. In the case of a railroad, the item includes interest on funded and other debt, rent 
for leased roads, miscellaneous rents, etc.; in the case of a public utility it includes interest on funded and unfunded debt, subsidiary preferred dividends, 


minority interest, etc. { 
or in part at gradually decreasing prices. 


tisk may be taken in order to obtain a higher return. 


An entry such as 105 36 means 





the bond is not callable until 1936 at the price named. 
** Our preferences onl safety of principal is predominant consideration. * Our preferences where some slight 
§ Current Yie! 


* Indicates that the issue is callable as a whole 








for OCTOBER 27, 1934 











How 


By J. C. Crirrorp 


to Appraise a Commom 


Stock Today 


Former Standards of Selection Must Be 
Modified in the Light of New Conditions 





EFORE passing to the — 
more specific, let us say ! 
How to Appraise a Common Stock a company emerging from 


at the outset that the 
appraisal and selection of a 
common stock is not a rule-of- 
thumb business that will end 
finally with the conclusion 
that this or that issue is the 
“best”. It is much more com- 
plicated than this—it is a mat- 
ter of individual compromise 
wherein the issues that are 
chosen must fit in with the 
buyers general investment 
scheme, conforming to his 
needs and resources in regard 
to return, risk and future pos- 
sibilities. _ A stock which 
would be suitable for one will 
not be suitable for another 
and a speculation justified in 
one will not be justified in an- 
other. 
This point is so important 





addition. 


Perhaps the main difference between ap- fying 
praising a common stock today and in the not 
very distant past lies in the tremendous weight 
which now must be given to such political 
factors as dollar manipulation, governmental 
rate regulating and taxation. 
possible to approach any company armed solely 
with economics and accountancy; an appraisal 
of political developments must be made in 
Today a stock may be cheap statis- 
tically, but dear when weight is given to pos- 
sible tinkerings with the currency unit, the 
tariff, or the trend of taxation. 
in having a comprehensive plan and making 
certain that every security purchased fills a 
definite requirement of that plan. 


No longer is it 


Protection lies The old 


lative situations. A new com- 
pany with a new product, or 


bankruptcy, are examples de- 
orthodox appraisal. 
Their stocks are worth just 
what the public thinks they are 
worth at the moment, regard: 
less of whether the public is 
proved to have been foolishly 
optimistic or asininely~ pessi- 
mistic by future events. On 
the other hand, stocks of com- 
panies with a record, whose 
future is not obviously prob- 
lematical, can be weighed, and 
it is with these that we are 
concerned here. 

rough-and-ready 
yardstick for common. stock 
values was ten times yearly 
earnings—a stock was con: 
sidered reasonably cheap if it 
could be bought for ten times 
what it would show as an 





that it is worthwhile stressing 
Suppose the Leviathan can be 
bought at this moment—as is by no 
means impossible—for little more than 
her scrap value. Here is a ship that 
cost millions to build, millions to over- 
haul, is quite serviceable and_ still 
capable of doing that for which she 
was designed. To some nation wishing 
to start a merchant marine she might 
well be a bargain, but what is she worth 
to the man in the street? The answer 
is “absolutely nothing”. While this is 
admittedly an exaggerated illustration, 
it does serve to bring out the point that 
what an individual requires of a stock 
is more important than that it should 
fit any empirical rules for bargains. Of 
what value is a non-dividend-payer to 
a man dependent upon the income 
from his capital: even if it “comes 
through big” eventually he has starved 
to death in the meantime? 

It follows, if a stock is bought to ful- 
fill some special requirement, that so 
long as it does actually meet this re- 
quirement the buyer ought to be com- 
pletely satisfied. If he buys a stock for 


z8 


income and it continues to afford a rea- 
sonable return with reasonable safety, 
he ought not to complain that it has 
failed to appreciate as much as some 
speculative issue. Likewise, if a stock 
is bought, for example, as protection 
against inflation there is no cause for 
complaint should it decline somewhat 
in the event that the inflation never 
materializes. 

Having decided what he wants of a 
stock, that what he wants is reasonable 
in regard to his background, and fully 
recognizing that a perfectly safe 10% 
return with unlimited possibilities is 
out of the question, the prospective 
purchaser will have greatly narrowed 
the field of choice. He can then take 
this narrowed field and weigh the ad- 
vantages and disadvantages of the vari- 
ous issues and arrive eventually at a 
satisfactory selection. What factors 
shall he take into consideration in do- 
ing this? 

It is, of course, quite impossible to 
appraise the majority of highly specu- 


nual earnings. Nor was this 
old yardstick entirely without value 
when it was used intelligently with due 
regard for the nature of the business 
and the internal position of the com- 
pany. It was based on the reasoning 
that a 5% return was a fair one and 
that in order to enable the company to 
expand and also to set aside a reserve 
for contingencies, earnings should be 
double the amount actually disbursed 
to stockholders. Let us use the old 
rule as a starting point and take up 
one-by-one the circumstances that 
would modify it either one way or an- 
other. 

“Prospects” are the most important 
single modifier of the ten-times-earn- 
ings rule: if obviously poor a stock sell- 
ing on this basis cannot be considered 
cheap, while if the future possibilities 
are clearly defined, as is the case today 
with the chemicals, one could well af- 
ford to buy at a considerably higher 
ratio to annual earnings. In other 
words, it is permissible to pay some 
premium for an interest in a dynamic 
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industry, assuming, of course, that the 
company holds a satisfactory position 
in that industry and is not likely to be 
left behind. On the other hand, it is 
most essential to guard against over- 
enthusiasm. One would say, for exam- 
ple, that the radio industry has further 
possibilities for dynamic expansion; one 
would have said the same in 1928 and 
1929. Yet, the heights to which the 
common stock of Radio Corp. of 
America once soared not only look 
absurd now, but were absurd then. 
Another somewhat intangible factor 
for which adjustment must be made is 
“management”. It is most desirable 
that this should be progressive and it is 
unfortunate that management must be 
appraised solely on the basis of past 
performance. There is some assurance 
of satisfactory performance in the fu- 
ture, of course, if such has been the 
case in the past, but it by no means 
follows necessarily. However, as it is 
the best that can be done, the pros- 
pective investor must accept it. In re- 
spect to management, he will ask two 
questions: (1) Did the company hold 
its position in the industry during good 
times and (2) How did it fare in the 
bad? Having obtained the answers to 
these two questions, it is necessary to 
ask one more: Was the performance, 
whether good or bad, due to outside 
circumstances or did it fairly 





everything else between 1929 and 
1932, will show earning power again 
with rising commodity prices and some 
improvement in general conditions. 
Having made mental adjustments in 
the ten-times-earnings rule for “pros- 
pects’—which, of course, includes 
“management” and what could be 
learned from the record of profits—it 
is necessary to make further adjust- 
ment for the company’s internal posi- 
tion. It will be remembered that the 
thought behind the ten-times-earnings 
rule was that half the profits were to 
be retained by the company either for 
expansion or for contingencies. Yet, 
there are many companies these days 
whose reserves are so huge that to add 
to them would appear unnecessary and 
all, or almost all, earnings are logically 
available for dividends: In this case, 
a stock could sell close to a twenty- 
times-earnings basis and still afford the 
same return, and with as much safety, 
as the stock selling at ten-times earn- 
ings but which was obliged to withhold 
part of the profits from the owners. 
Although what constitutes an ade- 
quate financial position is solely a mat- 
ter for the management to determine, 
there is nothing to prevent the in- 
dividual from forming his own opinion 
and this, if formed carefully, in the 
majority of cases will coincide with 


than one whose debt perhaps is large. 
Of the liquid assets, cash is the most 
important item and it should be seen 
always that this is adequate for the 
business. Government securities and 
high-grade municipal securities usually 
are classed as cash because of their ex- 
tremely ready market. When there is 
an item of “other marketable securi- 
ties”, the investor should notice wheth- 
er they are carried at cost price or at 
market price: in the case of the former, 
he should look for a note giving mar- 
ket price and this is the figure he should 
employ for his appraisal. In connec- 
tion with accounts receivable, there 
should be adequate provision for the 
sums that may never be collected. 
The inventory is a most important 
item among the current assets. The 
company should state whether or not 
it is being carried at the lower of 
cost or market. The investigator him- 
self will be able to form a very good 
idea as to its real liquidity from the 
nature of the business. Raw materials 
such as petroleum, grain, cotton and 
rubber obviously are more liquid, 
though possibly at a low price, than 
the majority of manufactured articles. 
So far as current liabilities are con- 
cerned, it is the total sum owing rather 
than any peculiarities of the individual 
items that is important. It should be 
noted whether or not the com- 
pany has been obliged to bor- 








reflect the management’s capa- 
bilities? | 

The earnings record must be 
tackled in the same way and the 
test of its value lies in whether 
the company’s position is truly 
reflected in this record, or | 
whether the showing can be at- 
tributed to conditions that are | 
unlikely to be duplicated in the 
future. If, for example, a good 
record can be attributed to pat- 
ent protection, a special tariff 
situation, temporary competi- 
tors’ troubles, or any other ex- 
ceptional cause, it by no means 
follows that it will be dupli- 
cated in days to come. One 
should be particularly careful in 
drawing favorable conclusions 
from a good past record which 
springs from disaster, as would 
be the case were the profits 








Divergent Action of Different 


Groups in the “New 
Deal” Market 





Indexes 
“4988 —s«a1984 
Low Oct. 6 Increase 
Mail Order........... 13.5 43.0 219 
Gold Mining.......... 481.2 1273.5 165 
Iron and Steel........ 10:1 46.7 145 
oi 203.9 119 
Construction......... 11.3 24.8 119 
AgriculturalImplements 26.8 55.1 106 
Chemicals......... 71.5 147.6 106 
Petroleum............ 29.3 53.0 81 
Electric Apparatus..... 35.6 63.2 78 
i 16.3 27.8 71 
Automobiles......... 7.3 12.4 70 
BPMGEES. ccc .s.:s SS 47.1 13 
Public Utilities........ 40.8 42.3 4 


| row from the banks, although 
this is not always an important 
| sign of weakness, and so long 
| as total current assets are well 
| in excess of total current liabili- 
ties there is no cause for alarm. 
| When the New York Central 
was obliged to borrow from the 
banks many tens of millions of 
| dollars, it was a sign of a very 
| much impaired position; but 
when the National Lead Co. in 
| its mid-year reports shows bank 
| borrowings of a million or so, it 
merely means that the company 
has sought aid to finance its out- 
lets during the heaviest part of 
painting season and that one 
| can be certain that the item will 
have entirely disappeared by the 
| time the annual report comes 
| out. 
On a company’s capitalization 








wrung from a war, a crop fail- 
ure, or a widespread strike. On 
the other hand, if the company’s busi- 
ness is a more-or-less standard one, and 
provided there are no obvious impor- 
tant changes in outside circumstances, 
the past record is valuable. One would 
be justified in concluding, for example, 
that the mail order houses, whose busi- 
ness crashed during the post-war de- 
pression, made steady progress for al- 
most ten years, and then slumped with 
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that of the company sooner or later. A 
company’s financial position usually 
means the amount of its working capi- 
tal, or the excess of current assets over 
current liabilities. Here, however, the 
term will be employed in a somewhat 
broader sense, taking into consideration 
also capital liabilities, for it seems log- 
ical to conclude that a company with- 
out funded debt needs less in reserve 


depends the stockholder’s equity 
and the position of that equity. It is, 
however, less important that bondhold- 
ers and preferred stockholders have 
prior claims to the business than that 
these claims leave the common with a 
reasonable equity. No hard and fast 
rule, of course, can be promulgated as 
to what constitutes a reasonable pro- 
portion of bonds and preferred stocks. 

(Please turn to page 48) 
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AMERICAN TOBACCO LORILLARD LIGGETT & MYERS R. J. REYNOLDS 





Sales at Record High but Tobacco 


Prices Rising 


What Is the Outlook for Securities of Leading Cigarette Makers? 


HERE is every indication that the 
production of cigarettes in the 
United States will set a new 

high record this year. Production in 
August, based on tax-paid withdrawals, 
was the largest on record for that 
month and exceeded that for August, 
1933, itself a record-breaking month, 
by 620 millions. For the first nine 
months of the current year, output of 
95,956 millions was 9.10% ahead of 
the same months last year, a figure 
which may well presage a total for the 
full year of 125 billion, which would 
compare with the previous high of 
about 120 billion in 1930. 


The Big Four 


With excellent possibilities, there- 
fore, that production will achieve an 
all time high, the question arises as to 
the probable significance of this ac- 
complishment in terms of earnings for 
the leading cigarette manufacturers. 
In the years prior to the depression, 
one could safely assume 
that the Big Four com- 


By Warp GaTEs 


company’s advantage over another. 
Public tastes changed but only to the 
extent of switching from one of the 
more popular brands to another. 

As the depression deepened, how- 
ever, it became apparent that the nor- 
mal complexion of the cigarette indus- 
try was being changed and manufac- 
turers who had previously accounted 
for only a minor portion of annual 
sales began to assail the leadership of 
the Big Four. Lacking the Big Four’s 
financial resources, these smaller com- 
panies were unable to gain any ad- 
vantage through more extensive or su- 
perior advertising. They devised a 
more potent competitive weapon—price 
appeal—and literally flooded the mar- 
ket with numerous 10-cent brands. 
Normally, the price difference be- 
tween these brands and that of the 
leaders, which sell at 13 cents, or two- 
for-a-quarter, would not have been 
sufficient to give them any decided ad- 
vantage. The advantage came through 
the force of economic circumstances 


which created unemployment and _ re- 
duced purchasing power to a point 
where even a saving of 3 cents was 
important. Moreover, the Big Four 
had inadvertedly played directly into 
the hands of the independents when 
they advanced prices in 1931 to $6.85 
a thousand. 


Passing of the Ten Centers 


Sales of the 10-cent brands gained 
by leaps and bounds until the late sum- 
mer and early fall of 1932, con- 
sumption was running at the annual 
rate of 25 billion cigarettes, which 
was at the rate of nearly 25% of 
1932 consumption. The extent to 
which the cheaper brands had become 
a factor is suggested by the fact that 
previously the Big Four accounted for 
95% of total consumption. That period, 
however, marked the peak for the 10- 
cent brands and consumption, as a 
whole has since receded. Sales are still 
large in some sections of the country 

but these cheaper 
brands are no longer 





panies—American To- 
bacco, Liggett & Myers, 


CIGARETTE CONSUMPTION 


the menace that they 
once were. 





R. J. Reynolds and P. 


Lorillard — would be 5 a ee eee ed 


the chief beneficiaries. 


Before their compe: 
titive effectiveness was 





materially impaired, 








The leading brands of 2 





these companies respec- rT 
tively, Lucky Strike, 
Chesterfield, Camel and 
Old Gold, had gained 
wide public favor 
which was sustained by 
the expenditure of huge 
sums annually for ad- 
vertising. Competition, 
to be sure, was ex- 
tremely keen but it was 
concentrated for the 
most part in these four 
leading companies and 
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such changes as were tia 





registered in their re- 
spective financial re- 


O 
; : , er 
sults from time to time 


BWM oO N 
! T 
| | 


nN Ww 
| 


19268 1929 1930 193! 1932 








1933 4) MAR JUN 


however, the Big Four 
had suffered a bad case 
of jitters and rescinded 
the untimely price ad- 
vance of 1931 by re- 
ducing prices early in 
1933 to $6 per thou- 
sand, followed shortly 


$5.50. While this re- 
duction in prices was 
apparently successful in 
stemming the rising 
tide of competition 
from cheaper brands, 
it nevertheless took its 
toll of earnings and 
none of the Big Four 
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reflected largely one 
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dividends in 1933. 
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Confident that better times would 
do much to restore their former sales 
volume, and forced to meet the rising 
cost of tobacco, foil and paper, as well 
as a processing tax of 11 cents a thou- 
sand, the Big Four advanced wholesale 
prices of their leading brands 60 cents 
a thousand to $6.10, on January 9, 
last. While this was equivalent to a 
net advance of 53 cents a thousand, 
after the regular trade discounts, it is 
estimated by the trade generally that 
because of higher costs and the pro- 
cessing tax the actual profit margin is 
still only about 40 cents a thousand. 

Coupled with increased consump- 
tion, this increase—actually but little 
more than one cent per package of 
twenty cigarettes — 
was sufficient to bring 
about a marked im- 
provement in current 
earnings. It is virtu- 
ally impossible to ac- 
curately estimate the 
extent to which this 
improvement will be 
translated into terms 
of per-share earnings 
for the four leading 
companies because of 
the presence of nu- 
merous intangibles 
and the absence of in- 
dividual sales records. 
At the best, any fore- 
cast. must be largely 
an approximation. 

Assuming, h o w - 
ever, that the Big 
Four again account 
for their normal por- 
tion, or 100 billion 
cigarettes—a not un- 
reasonable assumption 
in view of the fact 
that it is generally 
agreed that the 10- 
cent brands now ac- 
count for no more 
than 10% of the total production, and 
one which leaves a generous margin 
for all other brands—combined earn- 
ings of these companies should be in- 
creased by at least $25,000,000. This 
figure is the result of further assump- 
tion that the present profit margin of 
4() cents a thousand represents a gain 
of no less than 25 cents over 1933. 
This would seem to be generously 
qualified by allowances nor only for 
increased costs and taxes but substan- 
tially larger outlays for advertising as 
well. 

A net increase of $25,000,000 in 
current earnings would represent a 
gain of about 67% over the earnings 
of the Big Four for 1933. Further as- 
sumption, however, for the purpose of 
reducing this gain to terms of per share 
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earnings for the four principal compa- 
nies, is dangerous, and must admit the 
possibility of considerable error. As 
already pointed out, individual sales 
are not reported and in view of the 
fact that there is reputed to have been 
a very definite shift in public prefer- 
ences during the current year, with 
some brands gaining at the expense of 
others, it would be difficult to give pro- 
per weight to this factor in any esti- 
mation. 

It has been the writer’s observation, 
that both Camel and Chesterfield 
brands, manufactured by Reynolds 
and Liggett & Myers, respectively, 
have gained materially; American To- 
bacco’s Lucky Strike brand, which lost 





Reynolds Tobacco Co. 
Packaging Cigarettes 


ground in 1933, is again increasing 
and there has been no apparent change 
in the Old Gold brand of P. Lorillard. 
The status of these brands, doubtless, 
varies in other sections of the country 
and the rise to prominence of a num- 
ber of 15-cent brands tends to further 
complicate the current status of the 
leaders. 


Individual Estimates 


Taking the estimated net increase of 
$25,000,000 as a basis, it is possible to 
advance a purely mathematical conjec- 
ture, from which intangibles are elim- 
inated, as to the relative gains possible 
for the shares of the four leading com- 
panies. It is generally conceded that 
of the 100 billion cigarettes accounted 





for by the Big Four, the proportionate 
share of P. Lorillard is about 6%, with 
the remaining 94% divided equally be- 
tween the other three. On this basis, 
Lorillard would show an approximate 
increase of $1,500,000, equivalent to 
about 79 cents a share, bringing the 
total for the year up to $1.68 a share 
as against dividends of $1.20. Divid- 
ing the balance of $23,500,000 between 
the other companies, the gain would 
amount to $1.70 a share for American 
Tobacco, on the combined “B” and 
common stock; 78 cents a share on the 
combined “B” and common of R. J. 
Reynolds; and $2.47 a share on the 
combined “B” and common of Liggett 
& Myers. For the full year, these fig- 
ures would mean that 
American Tobacco 
would show $4.70 a 
share, as against divi- 
dends of $5, R. J. 
Reynolds would earn 
$2 against dividends 
of $3, and Liggett & 
Myers would show 
$7.31 to meet regu- 
lar and extra divi- 
dends of $5. 

It may later be 
shown that the fore- 
going figures erred on 
the conservative side 
or that the currently 
assumed division of 
the market has 
changed. In any event 
should both Ameri- 
can Tobacco and R. 
J. Reynolds fail to 
earn their common 
stock dividends, as in- 
dicated above, it seems 
unlikely that any re- 
vision will be made in 
the current rate. Both 
companies are rich in 
liquid resources and 
could easily make up 
any discrepancy between earnings and 
dividends out of surplus. Liggett & 
Meyers, on the other hand, might con- 
ceivably increase the usual $1 extra 
early next year, in line with the trend 
toward more liberal dividends on the 
part of these companies well able to 
adopt such a policy. 

Attributing no more than a reason- 


_ able degree of accuracy to the forego- 


ing estimates, it is possible to conclude 
safely that all of The Big Four com- 
panies will register an appreciable im- 
provement in earnings over 1933. Be- 
yond this point, however, the outlook 
is less clearly defined. 

Undoubtedly the most disturbing fac- 
tor is the marked rise in the prices of 
flue-cured tobacco, reflecting a prob- 

(Please turn to page 51) 
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Helped by Inflation 


Silver and Gold Boost Earnings as 
Copper, Lead and Zinc Lag Behind 


HE mining and smelting of the 
non-ferrous metals is an ancient, 
basic and normally profitable in- 

dustry. The leaders in this field are 
and long have been the American 
Smelting & Refining Co., by far the 
largest, and the United States Smelt- 
ing Refining & Mining Co. 

The more important operations of 
each of these companies embrace cop- 
per, lead, zinc, silver and gold, not to 
mention a number of lesser by-products. 
That their operations should be inclu- 
sive of the five metals, rather than spe- 
cialized, is natural for they possess to 
some extent a natural affinity. Two or 
more are usually found in the same lo- 
cation; and the five together lend them- 
selves to efficient corporate exploita- 
tion. 

Beyond this fact, however, generali- 
zation can not extend; for among 
these five metals there are enormous 
differences of demand and wide varia- 
tions in price trend. Copper, lead and 
zinc depend upon the industrial de- 
mand and are prosperous only when 
general business is prosperous. Gold 
and silver, on the other hand, possess 
both a commercial and a monetary 
value; and the latter has experienced a 
vital change for the better under the 
monetary program of the Roosevelt Ad- 
ministration. 

The earnings of 


By Georce L. Merton 


ous that fortuitous circumstance is 
chiefly responsible for this excellent 
showing. 

In short, copper, lead and zinc have 
had little or nothing to do with it. 
But the Government’s monetary mea- 
sures have raised the price of gold from 
$20.67 an ounce to $35 an ounce, do- 
mestically-mined silver to approxi- 
mately 64/4 cents an ounce; and have 
been primarily responsible for raising 
the world price of silver to around 54 
cents an ounce, with the virtual cer- 
tainty of future additional advance. 

This has had everything to do with 
the great jump in profits of these two 
metal producers and smelters. Like the 
gold-mining companies, they are for- 
tune’s present favorites—direct and 
immediate beneficiaries of the mark-up 
of the monetary metals. 


Leader in Silver 


That United States Smelting should 
have benefited in larger degree than 
American Smelting is readily explain- 
able, for silver and gold have always 
constituted a much larger percentage 
of the former’s total business than of 
the latter’s. 

In 1929, for example, when gold 
was $20.67 an ounce and silver around 
46 cents an ounce, the dollar value of 


United Smelting’s production of these 
two was, roughly, 58% of the total 
value of its output of all five metals. 
The comparable figure for American 
Smelting was around 19%. 

On the basis of present prices, and 
assuming that 1934 production of all 
five metals will approximate that of 
last year, gold and silver will constitute 
more than 85% of the total value o! 
United States Smelting’s output and 
probably 75% of the value of American. 
Smelting’s output. 

That the latter percentage is so high 
is due to the very great shrinkage in 
the proportion of American Smelting’ 
business which copper formerly ac 
counted for. Thus, of the dollar valuc 
of the five metals, copper contributed, 
roughly, 60% in 1929; and copper, 
lead and zinc together approxiraately 
81%. 

Perhaps the changes can be more 
readily grasped if expressed in physi 
cal volumes. Between 1929 and 1933 
the copper handled by this company 
declined from 619,000 tons to 126,000 
tons and lead from 545,000 tons to 
280,000 tons; while production of zinc 
declined only from 54,000 tons to 41,- 
000 tons, gold from 1,4606,000 ounces 
to 1,300,000 ounces, silver from 89, 
000,000 ounces to 82,000,000 ounces. 

United States Smelting, on the other 

hand, had little to 


lose in copper, for 





the American — 
Smelting & Refin- | 
ing Co. today are 
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since 1930. The Year 

profits of United 1926....... 
States Smelting are 1927....... 
at a rate substan- ae 
tially higher than ae 
they were in even 1980....... 
the generally pros- ee 
perous year 1929. ee 
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been no propor- 
tionate recovery in 
general economic 








American Smelting Production 


its 1929 output 
was valued at less 
than $1,000,000. 


gold Siver ew] Penal Tine And while it lost 

1,634,158 85,482,438 469,607 525,897 , 48,732 from 30% to 40% 

1,479,899 80,671,759 476,988 536,830 52,170 in volume of lead 

1,407,286 81,434,214 471,880 563,713 47,433 and zinc and more 

1,461,215 89,098,293 545,100 619,398 54,510 than 50% in value 

1,760,702 85,515,993 497,832 440,784 66,040 between 1929 and 

1,454,774 65,125,555 363,507 271,825 53,486 1933, its output of 

1,345,960 44,966,413 240,426 138,648 41,979 silver over this 

1,298,697 *82,620,437 279,826 126,283 41,501 period declined on- 

(Above includes metals treated for others.) ly from 2 5,500,000 
“Includes foreign refined silver retreated—34,240,217 ounces. ounces to 21,300, 
000 ounces, and of 
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beneficiary of monetary tinkering — 
there was an increase from 266,000 
ounces to 328,000 ounces. 

In the event of a further rise in the 
prices of gold and silver, both compa- 
nies will enjoy further benefits, with the 
largest percentage gain going again to 
United States Smelting because of its 
relatively more important stake in gold 
and silver. 

On the other hand, if one can vision 
an end to monetary tinkering and an 
ultimate normal recovery in industrial 
activity, the longer advantage, obvi- 
ously, will lie with American Smelting, 
for it would cheerfully swap its present 
profits on gold and silver for the pro- 
fits it once made on copper. 

Assuming that gold has already ex- 
perienced a major proportion of its 
probable ultimate appreciation, the 
speculative potentialities in United 
States Smelting center very largely in 
silver, of which its normal production 
is around 25,000,000 ounces and of 
which more than 90% is mined in 
Mexico. 

In the event that silver buying by 
our Government ultimately lifts the 
world price to $1.29 an ounce—as the 
Congressional godfathers of the white 
metal insist it must do—the profit out- 
look for United States Smelting and 
for American Smelting as well, would 
be roseate, indeed—perhaps too roseate. 


Speculative Risk 
At the risk of borrowing trouble, it 


would appear quite logical to bear in 
mind the possibility that government— 


Bearing in mind these possibilities, it 
would seem prudent for anyone con- 
templating speculation in either of the 
stocks herein discussed to consider the 
longer potentialities in copper, lead and 
zinc, for these three Cinderallas will 
some day return to favor. What they 
await, obviously, is recovery in indus- 
trial activity and, especially, in the 
heavy industries. In respect to price, 
they apparently have seen the worst. 

The production and refining of cop- 
per and lead and the refining of these 
metals for other producers constitute 
American Smelting’s most important 
activity under normal economic condi- 
tions. Toll charges alone are a major 
source of profits in good times. The 
chief toll business is understood to origi- 
nate from Kennecott Copper and St. 
Joseph Lead. 

Both in production and marketing 
operations this company is interna- 
tional in scope. For this reason, as well 
as because of the basic nature of the 
metals it handles, its common stock 
possesses considerable merit as an “in- 
flation hedge.” Mines are owned or 
controlled in Idaho, New Mexico, Ari- 
zona, Colorado, Mexico, Peru, Chile, 
British Columbia, Newfoundland, 
Australia and West Africa. In this 
country and abroad more than two 
score refining and smelting plants are 
operated. 

Capitalization consists of approxi- 
mately $38,400,000 in funded debt, 
500,000 shares of 7% cumulative pre- 
ferred stock, 184,000 shares of 6% 
second preferred stock, and 1,828,764 
shares of no par value common. Thus 


000 shares outstanding, this would re- 
quire $2,484,000. The company 
earned $4,263,577 in the six months 
ended last June 30. Thus it will be 
seen that under either a continuance 
of present earning power or, as is 
more likely, a gradual betterment of 
it, the arrears on the second preferred 
dividend will constitute no great prob- 
lem. With allowance for all charges 
and six months’ dividend claims of 
both preferred issues, the above earn- 
ings were equal to $1.07 per share on 
the common. 

Financial position is notably strong, 
the most recent balance sheet showing 
current assets of more than $86,000,- 
000, including more than $22,500,000 
cash and Government securities and 
some $50,000,000 in stocks of metals; 
while current liabilities were only $15,- 
245,000. 


Earnings Record 


United States Smelting is reputed to 
be the world’s largest producer of sil- 
ver and the second largest American 
producer of gold. While its copper 
output is negligible, normal production 
of lead, zinc and coal contributed in 
the past to consistent earnings upward 
of $5 or $6 per share of common. The 
company also does a substantial toll 
business in smelting and refining metals 
for other producers. 

Its holdings are located in Utah, 
Nevada, California, Colorado, Arizona, 
New Mexico, Alaska and Mexico. 
Aside from less than $1,500,000 of 
capital stocks of subsidiary companies 























forever on the hunt for additional the common stock possesses a consider- and $90,200 in bonds of associated 
revenues — might companies, capital- 
at any time decide = en - ization consists 
that companies es- simply of 467,948 
pecially and pecu- United States Smelting Production shares of $50 par 
liarly benefited by | value 7% cumula- 
its actions should | Sone = —— — oe — tive stock and 
pay over to it spe- b ies 222,690 25,643,572 123,286,240 4,950,578 68,088,707 528,765 shares of 
sr tayo ae 200,143 26,071,533 118,434,783 4,770,511 63,812,995 $50 par value com- 
In nationalizing i See 220,553 «25,821,017 106,303,447 4,582,245 60,135,853 mon shares. 
gold and silver, it = oe 266,197 25,566,746 120,436,742 5,116,652 59,284,231 The preferred 
has prevented indi- | oP....... 322,968 25,959,176 111,094,499 5,972,550 63,318,045 | dividend has been 
vidual ci tizens ee 314,755 24,590,647 77,600,586 1,385,463 47,645,093 | regularly paid 
from dealing pro- = eae 350,678 4 23,924,897 79,990,691 1,061,481 39,125,002 throughout the de- 
fitably in these aes 328,826 21,329,616 74,553,642 746,714 37,123,651 | pression. The com- 
metals. Logic | (Above does not include metals treated for others.) mon was on 4a 
would not have to | $3.50 dividend 
be stretched at all a — during the four 
to impose limits on years 1926-1929, 
the profits to be made in future by able measure of leverage. was successively reduced thereafter 
producers of gold and silver. Accumulated back dividends on the to $1 a share in 1931 and 1932; 


The possibility, in any event, must 
necessarily lend a speculative flavor to 
the special benefits which these two 
companies now enjoy. There is also a 
longer risk that rising operating costs 
will ultimately tend to cut into present 
extraordinary profits in gold and silver 
production. 
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first preferred stock have been paid 
off, recent payment of $4.25 per share 
having cleared up remaining accumula- 
tion of $2.50 and provided the regular 
quarterly dividend of $1.75. There 
remain accumulated dividends of 
$13.50 per share on the second pre- 
ferred issue. Since there are only 184,- 


and then was raised to $5 in 1933. So 
far in 1934 the company has distri- 
buted $9 in common dividends, includ- 
ing extras, but its policy is to gear divi- 
dends closely to earnings and not to 
establish a “regular” rate. 

Recently it was officially stated that 

(Please turn to page 49) 
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Profits in Glass Manufacture 


Established Companies in All Major 
Divisions Face Bright Prospects 


IKE Gaul, the glass industry is 

comprised of three major divi- 

sions—plate glass, glass contain- 
ers and safety glass. The division of 
corporate leadership in the industry, 
however, is shared by four companies— 
Pittsburgh Plate Glass Co., Hazel- 
Atlas Glass Co., Owens-Illinois Glass 
Co., and Libbey-Owens-Ford Glass Co. 
Each of these companies is firmly estab- 
lished in its particular field and like- 
wise, each has been favored by special 
developments of the past twelve months 
or so which, however, seem destined to 
acquire the aspects of permanency and 
continuity. 

The most outstanding of these de- 
velopments was the legalization of beer 
and the subsequent repeal of the 
Eighteenth Amendment, resulting in 
the creation of a vast new market for 
glass bottles. To the two leading manu- 
facturers of bottles, Owens-Illinois 
Glass and Hazel-Atlas Glass, this event 
was doubtless one for which they had 
long hoped, for it obviously promised 
a sizable enlargement of both business 
and profits. 

While less spectacular, but of sub- 
stantial promise nevertheless, has been 
the increasing use of non-shatterable 
glass in automobiles. Although the 
process of manufacturing non-shatter- 
able glass was patented in 1910 and 
1916 by a French poet and chemist, 
Benedictus, it attained no real commer- 
cial prominence until about 1927 when 
Henry Ford equipped all new Model A 
Fords and Lincolns with non-shatter- 
able windshields. From that time on 
the advantages of safety glass have been 
emphasized as a selling argument by 
automobile manufacturers and at the 
present time all of the prominent makes 
are either equipped with safety glass or 
offer it as an optional feature. In fact, 
a number of states have made it com- 
pulsory that licensed motor vehicles be 
equipped with safety glass and similar 
laws will become effective in other 
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Closeup of Automatic Bottle Blow- 
ing Machine 


states during the course of the next 
year or so. 

And so it came about that the return 
of the lowly beer and whiskey bottle 
to legal dignity, and the fortuitous dis- 
covery of a method by which glass 
could be made shatter-proof (legend 
has it that the discovery was made acci- 
dentally when the French chemist 
dropped a test tube containing a film 
of nitrocellulose mixture and it failed 
to break) gave new life to an old in- 
dustry. By the same token, increasing 
earnings, larger dividends and greater 
market activity has brought wider pub- 
lic interest in the shares of the four 
major companies. 

Together the Pittsburgh Plate Glass 
Co. and Libbey-Owens-Ford Glass Co., 
account for about 95% of the total 
plate glass business in the United 
States. Libbey-Owens-Ford is itself 
an offspring of Pittsburgh Plate Glass, 
which at one time virtually had a 
monopoly. As an industrial enterprise, 


however, Pittsburgh Plate Glass. still 
has more than a semblance of its for- 
mer stateliness and is several laps ahead 
of its nearest competitor. Moreover, 
its name no more than describes the 
foundation of the business and carries 
no hint of the company’s prominence 
in other fields. 

First, Pittsburgh Plate Glass is the 
second largest producer of paint in the 
United States, being outranked in this 
respect only by Sherwin-Williams. 
Second, the company, at last reports, 
was rated fourth among the five larg: 
est producers of alkalies in the United 
States. Paint, plate glass and alkalies— 
these contribute the major portion of 
the company’s earnings, but to these 
are added a host of other activities, 
largely complementary in_ nature. 
Minor products include such items as 
cement, paint brushes, insecticides, fer- 
tilizer, gold leaf, floor wax and ladders 

In the very nature of its business, 
the company must lean heavily upon 
the building and automobile industries, 
the two greatest outlets for plate glass. 
It was the years of peak prosperity en- 
joyed by the automobile industry prior 
to 1930 which enabled the company to 
offset partially the declining profits 
from its plate glass business experienced 
in the wake of the building boom which 
culminated in 1925. The later event 
found the plate glass industry greatly 
overbuilt and the inevitable wave of 
price cutting ensued. 

When the depression hit the automo- 
bile industry, however, the company in 


1932 suffered its first deficit in nearly 


fifty years. At that, the loss was less 
than $61,000. But with the remark- 
able comeback staged by the automobile 
industry in 1933 profits rose to nearly 
$4,000,000. Credit for the company’s 
very satisfactory showing through the 
depression, however, must be given 
largely to its paint ‘division. Sales of 
automobile safety glass were a lesser 
factor, while demand for window glass 
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Financial Highlights of the Glass Industry 


Pittsburgh Libbey-Owens- Owens-Illinois 
Plate Glass Co. Ford Glass Co. Glass Co. 
Funded Debt.......... None None None 
Preferred Stock.......... None None None 


Common Stock........... 


2,140,805 shs 


2,554,453 shs 


1,200,000 shs 


Hazel-Atlas 


or converted all 
of its convertible 
notes then out- 
standing. Of the 
two companies, 


Glass Co. va | 
Waris the dividend 
Woda record of Pitts- 


434,409 shs 


burgh Plate Glass 
is the more im- 
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000 annually in 

additional business to be shared largely 
by Pittsburgh Plate Glass and Libbey- 
Owens-Ford. 

Looking also to the future, the ac- 
tivities of Pittsburgh Plate Glass in the 
chemical business are a basis for specu- 
lative conjecture. In addition to own- 
ing outright the Columbia Chemical 
Co., which supplies a portion of the 
company’s soda ash requirements, Pitts- 
burgh Plate Glass owns jointly with 
the American Cyanamid Co., the 
Southern Alkali Corp., which will pro- 
duce alkalies for southern oil refiners, 
textile mills, etc. This move marks a 
rather definite departure by Pittsburgh 
Plate Glass from its established field 
and may possibly prove to be the 
genesis of broader activities 
in another important indus- 
try. 
Unlike Pittsburgh Plate 
Glass, | Libbey-Owens-Ford 
confines its activities exclu- 
sively to the manufacture of 
plate, flat and safety glass, 
with the latter predominat- 
ing at the present time. In 
1931, the company obtained 
a 7-year contract with Gen- 
eral Motors to provide all 
safety glass requirements and 
in 1932, when the company 
acquired the patents and 
plants of the Triplex Safety 
Glass Co., it inherited about 
half of the safety glass re- 
quirements for Ford, which 
it has since retained. The 
plants of Triplex were later 
sold to Pittsburgh Plate 
Glass. | Libbey-Owens-Ford 
has interested itself in a type 
of double-glazed window for 
air-conditioned homes and 
has organized the Thermo- 
pane Co., to manufacture 
this product. 

The extent to which the 
company hasrelied upon—and 


benefited by—the demand for 
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safety glass is emphasized by the fact 
that a deficit of nearly $300,000 in 
1932 was converted into a profit of 
$4,200,542, with the recovery of the 
automobile industry in 1933. Profits 
in the current year have been running 
moderately ahead of 1933 and despite 
increased labor costs and lower prices, 
earnings should make a satisfactory 
comparison with last year. 

Neither Libbey -Owens- Ford nor 
Pittsburgh Plate Glass has any funded 
debt or preferred stock outstanding 
and the entire equity in both companies 
is vested in the capital stock. Pitts- 
burgh Plate Glass retired all of its pre- 
ferred stock as far back as 1920 and 
Libbey-Owens-Ford last year retired 


Photos, Courtesy Owens-Illinois Glass Co. 


Individual Inspection of Bottles 





of the two. Pitts- 
burgh Plate Glass averaged $4.37 a 
share annually from 1919 through 
1931, and after a deficit in 1932, the 
stock earned $1.86 in 1933. Interim 
reports for the current year are not 
available. While current quotations 
around 46 are a liberal appraisal of 
current earnings and the $1.40 divi- 
dend, they may be largely justified on 
the grounds of the company’s strong 
industrial background coupled with the 
convincing evidence that the manage- 
ment has no intention of “resting on 
its oars”. 

In justice to Libbey-Owens-Ford, it 
may be pointed out that the company 
attained its present status only within 
the past few years and has therefore 
had no adequate opportunity 
to demonstrate its earning 
power under more normal 
business conditions. Follow- 
ing the loss in 1932, the com- 
pany’s stock earned $1.65 a 
share last year and in the first 
half of the current year, 
earned 99 cents a_ share 
against 89 cents in the same 
months of 1933. On this 
basis, the full year’s earnings 
should provide ample cover- 
age for the $1.20 dividend. 
Financial position is excel- 
lent and with good prospects 
that the safety glass division 
will produce substantially 
larger earnings in the future, 
the shares at 28 are worthy 
of speculative consideration. 

As in the manufacture of 
flat glass, leadership in the 
manufacture of glass contain- 
ers is shared by two com- 
panies—Owens-Illinois Glass 
and Hazel-Atlas Glass, rank- 
ing in that order. This divi- 
sion of the glass industry is 
characterized by a greater 
measure of stability because 
of the more or less constant 

(Please turn to page 48) 
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Steel Wages 


Of considerable interest to holders 
of steel stocks was a recent report 
issued by the American Iron and Steel 
Institute, covering the first full year’s 
operations of the industry under the 
Steel Code. For the period between 
August, 1933, and September, 1934, 
the industry’s total wage bill was in- 
creased by approximately $95,000,000. 
About $470,000,000 was paid em- 
ployees for this period, there having 
been three wage increases since the 
code was adopted. The first, averag- 
ing 162% took place in August, 
1933; the second in November took the 
form of an adjustment in hours; while 
last April a 10% increase became effec- 
tive. Hourly wage rates for steel work- 
ers, which averaged 47.3 cents in June, 
1933, now average 63.5 cents, an in- 
crease of 34%. It is, of course, most 
constructive that the workers in any 
industry be paid more money, but let 
us not forget the deficits that have been 
incurred, and are still being incurred, 
by the steel industry, and that many 
holders of steel securities depend upon 
their investments for their living as 
much as labor depends on wages. 


* * * 


Retail Trade Picks Up 


Owing partly to the increasing free- 
ness with which consumers in general 
are spending their money, partly to the 
change of season, and partly to the 
distributions of such Governmental 
agencies as FE R Aand AA A, retail 
trade throughout the country has 
picked up and shows signs of improv- 
ing further. In the mail order division 
which undoubtedly has been greatly 
stimulated by benefit payments to farm- 
ers, there has been a great change for 
the better. Montgomery Ward's sales 
for September, for example, were 40% 
above those of a year ago and with 
additional benefit payments totaling 
some $300,000,000 scheduled for the 
balance of the year by the A A A, one 
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For Profit 
and Income 


can hardly doubt that this and other 
companies in the same field will con- 
tinue to make a very satisfactory show- 
ing. While the eastern department 
stores and other urban outlets are do- 
ing quite well, they are not doing as 
well comparatively as their western 
contemporaries, the reason, of course, 
being that there is not the same amount 
of farmer money flowing in the first 
section of the country. As _ has 
been said, however, their business is 
not unsatisfactory. It is hardly pos- 
sible to over-estimate the part played 
in retail trade by the improvement in 
the farmer’s condition. The Bureau of 
Agricultural Economics estimates the 
1934 farm income at $6,000,000,000, 
compared with $5,000,000,000 in 1933, 
and that year was better than 1932. In 
the South the Government's pegging 
of the cotton market at 12 cents a 
pound has caused a mild boom in New 
Orleans, Atlanta and other retail trad- 
ing centers. Sooner or later this bet- 
terment in retail trade generally must 
necessarily be more strongly reflected 
in production indices. 


* * * 


Some Third Quarter Earnings 


So far, the corporate showing for 
the third quarter has been mixed, a 
few important companies doing quite 
a little better, while of others the re- 
verse was true. Beech-Nut Packing 
for the latest three months’ period re- 
ported $1.07 a common share compared 
with 80 cents a share in the preceding 
quarter and with $1.12 in the third 
quarter of 1933; General Electric 
showed 12 cents a share for the three 
months and 41 cents a share for the 
nine, compared with 8 cents and 24 
cents, respectively, for the correspond- 
ing periods of last year; Atlantic Re- 
fining’s showing for this September was 
considerably under last year’s, although 
for the nine months the company re- 
ported $2.02 a share against $1.75 in 
the first nine months of 1933; Johns- 
Manville earned slightly less in the 
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September quarter this year than was 
earned last, but for the first nine months 
of 1934 earnings were equivalent to 
26 cents a share compared with a large 
deficit in the first three quarters of 
1933, while Bohn Aluminum’s Septem: 
ber quarter was poor compared with 
last, although for the nine months the 
$3.58 reported was somewhat in ex: 
cess of the first nine months of 1933. 
It was known, of course, that general 
business conditions in the third quarter 
of this year had deteriorated—a slack- 
ening that even extended into the first 
part of the fourth quarter. More re 
cently, however, there has been some 
improvement and for industry as a 
whole there is now reason to expect 
that the fourth quarter when all the 
returns are in will have proved to 
have been more profitable than the 
third. 


a * * 


Technical Progress Continues 


Regardless of good times, poor times, 
or those that are indifferent, and re 
gardless perhaps of a singular lack of 
progress socially, technically we con 
tinue to forge ahead. Here is Bohn 
Aluminum about to start operation of 
a pilot plant for the production of 
aluminum from alunite ore and with 
potash as a by-product. If successful, 
this undoubtedly will do things to the 
Aluminum Co. of America and also 
to the foreign producers of potash on 
which this country has so largely re: 
lied in the past for its supply. Her: 
cules Powder is going to build a new 
plant at Parlin, N. J., which will manw 
facture tornesit, a protective covering 
that we have been accustomed to im 
port from Germany. U. S. Rubber 
has just announced Laytex, a new kind 
of insulation. It will not be long be 
fore Radio Corp. provides amateurs 
with a sound-recording movie camera. 
Evans Products has a new grade cros¥ 
ing protective device which has proved 
successful in tests under all kinds of 
weather conditions. 
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Taking the Pulse of Business 


— Steel Operations Decline 


EPORTS of further 
R recession in the heavy 

goods industries have 
been considerably softened 
during the past fortnight by 
a divertisement in the specu- 
lative markets where our 
Common Stock index and the 
index of Raw Material Prices have advanced substantially, 
primarily because of accumulative indications of a more 
constructive attitude toward business on the part of the 
Administration. True, the price advance was helped along 
temporarily by a recrudescence of inflation rumors; but 
these were promptly spiked upon the resumption of busi- 
ness after Columbus Day by official denials from the White 
House, reinforced by announcement that $1,870,000,000 
more of the Liberty 444s would be called for redemption 
on April 15. 

The President has made it known that he still favors a 
gradual lifting of the price level, with proportionate in- 
creases of wages; but to be brought about this time, it is 
hoped, through expanding activity in the heavy goods 
industries under private initiative. In view of the circum- 
stance that all divisions of the bond market, including Gov- 
ernments, have advanced since our last issue along with 
the Common Stock Index, and with no change in the 
already absurdly low Cost of Business Credit, it seems 
probable that the recent strength in speculative prices may 
have been prompted less by inflation talk than by passing 
of the stock exchanges under Federal supervision without 
the necessity for forced liquidation, at a time when the 
conviction is becoming widespread that the President, having 


— Firming Copper Demand 
— Gasoline Prices Break 
— Truck Sales Heavy 


— Tobacco Price Rises 


completed the major portion 
of his reform legislation, is 
now swinging to the right 
in order to speed up the re- 
covery phase of his program. 

It appears to be conceded 
now in Washington that the 
only hope for balancing the 
budget before the Government's debt limit is reached is to 
inspire private business with enough confidence to resume 
activity in the capital goods industries, which means a break 
of the deadlock in the market for private long-term invest- 
ments. That such confidence is beginning to return, thanks 
to evidence of a more realistic attitude toward basic prob- 
lems in official circles, augurs well for the future of trade 
and industry in this country, and strengthens the hope that 
the present reaction in our Business Activity index and 
that of Common Stock prices may be drawing to a close. 

On the other hand, little is to be gained by deluding 
oneself with the belief that any individual, even though he 
be the President of these great United States and with the 
best of intentions toward private capital, can promote a 
normal and healthy recovery if hampered by further up- 
heavals in world currencies. A rapid rise in the price of 
silver, to which the Administration considers itself com- 
mitted by legislation enacted at the last Congress, would 
play havoc with Far Eastern exchange rates and possibly 
lead to a currency war which might unsettle commodity 
prices in this country, and so act as a further brake upon 
business recovery. 

Meanwhile it is rather encouraging to observe that sales 
of consumers’ goods continue to run well ahead of last 
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year, despite the unfavorable comparisons which are being 
reported by the heavy goods industries. In dollar amounts, 
chain store sales in September exceeded that month of last 
year by more than 6%, while department store business 
was up 8%. Unit sales by department stores in September 
were 6% larger than for the previous September, which 
was the first increase on a yearly comparison basis since 
March, when business was swelled abnormally by an early 
Easter. Even in the capital goods industries it is generally 
believed that consumption exceeds production and _ that 
accumulated stccks in many instances are now down to a 
point where re-orders must soon begin to appear. In the 
textile industry consumption has held up so well that pro- 
duction has already fully recovered from the depressing 
effects of the recently settled strike. The fact that business 
failures during the week ended October 11 exceeded those 
of a year ago for the first time this year, and that life insur- 
ance sales in September were slightly less than a year ago 
for the first time this year, may be regarded as one of the 
unfavorable consequences of the present slackness in gen- 
eral business which will be corrected when conditions again 
improve. 


The Trend of Major Industries 


STEEL—Partly in consequence of expectation of price 
recessions under code revisions which will probably not 
take place, and partly owing to hesitation created by the 
political campaign, the country’s steel ingot rate has re- 
ceded to around 23% of capacity as compared with a rate 
of 38% obtaining at this time a year ago. Even the tin 
plate mills are now down to 40%. In consequence of this 
very low rate of operations it is estimated in the trade that 
the U. S. Steel Corp. will report a net loss of around 
$8,000,000 for the third quarter, after depreciation, etc., 
but before preferred dividends. It is expected that orders 
in fair quantity will be placed in November for steel re- 
quired by the automobile industry and that business from 
Government fostered construction work will begin to come 
in in better volume before long; yet no substantial rise in 
activities can be expected during the remainder of the 
present year, since the mills are now entering a season 
when operations normally taper off up to the holidays. 


might react unfavorably upon the gold bloc currencies and 
so tend to depress domestic prices. On the other hand, a 
rise above 64! cents in the price of silver to our Govern- 
ment would probably compel the Treasury to pay more 
for the output of domestic mines. Blue Eagle copper is 
in somewhat better demand at the pegged price of 9 cents, 
and copper for export has stiffened a little to around 6.4 
cents. Other non-ferrous metal prices have held fairly 
steady under light demand. 


PETROLEUM—Swamped by the flood of bootleg prod- 
ucts, the bottom has dropped out of gasoline markets in 
the Eastern states, despite a near record consumption for 
this season of the year. There appears, nevertheless, to be 
a faint hope that crude prices may yet be saved by what 
appears to be earnest efforts of the Federal authorities to 
check the flow of “hot oil.” Much depends, however, upon 
the co-operation of Texas. 


AUTOMOBILES—Registrations of passenger cars in 
the U. S. for September are estimated at about 150,000 
units, or 34,000 less than in August, but only 8,000 under 
September a year ago. Sales of cars thus far in October 
are about equalling those of a year ago, though production 
during the latest week for which reports are available as 
this is written was about a third less than last year at this 
time. Truck sales, on the other hand are running ahead 
of every year in the industry's history, with the exception 
of 1929. 


CIGARETTES—Although prices for the leaf continue 
to advance, no move has yet been made to advance whole- 
sale prices. On the contrary, it is now planned to renew 
last year’s efforts to have Congress reduce the internal 
revenue tax, in order that sales volume may be stimulated 
by proportionate price reductions. 


Conclusion 


During the past fortnight the markets for stocks, bonds 
and staple commodities have strengthened considerably in 
response to the gratifying success of the Government’s re- 
funding operations and cumulative evidence of a marked 

swing to the right on 
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the part of the Admin- 
istration. The advance 



































in prices at a time 
when our Business 
Activity index is con 
tinuing to recede offers 
a rather. striking 
demonstration of the 
change for the better 
which has been taking 
place in business senti- 
ment. From a statistic- 
al viewpoint there is 
considerable — support 
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Answers to Inquiries 








The Personal Service Department of THE MaGaAzINE OF WALL STREET will answer by mail 
or telegram, a reasonable number of inquiries on any listed securities in which you may be 
interested or on the standing and reliability of your broker. This service in conjunction with 
your subscription should represent thousands of dollars in value to you. It is subject only to the 


following conditions: 


1. Give all necessary facts, but be brief. 


ww Ww 


Confine your request to three listed securities. 
No inquiry will be answered which does not enclose stamped, self-addressed envelope. 


4. If not now a paid subscriber, use coupon elsewhere in this issue and send check at same 
time you transmit your first inquiry. 
Special rates upon request for those requiring additional service. 











INGERSOLL-RAND CO. 


I am somewhat disappointed in the re- 
cent action of Ingersoll-Rand. Can you 
explain it? Are you advising subscribers 
to hold or switch?—P. M. B., Brooklyn, 
N.Y. 

A leading manufacturer of com- 
pressed air machinery, Ingersoll-Rand 
Co. is largely dependent for sales upon 
the road building, construction and min- 
ing industries. While the Federal pub- 
lic works program has been of mate- 
rial aid to the company, construction 
generally is still abnormally depressed 
and until there is a change for the bet- 
ter along this line earnings will un- 
doubtedly remain well below those of 
pre-depression years. Losses were re- 
corded in both 1931 and 1932 and the 
nominal profit of only one cent a share 
on the common last year was made 
possible only through interest on a Fed- 
eral tax refund. Because of the fact 
that large liquid resources were built 
up during previous profitable years, 
however, dividends have been main- 
tained, although at a reduced rate, un- 
interruptedly throughout the depres- 
sion. While the absence of interim 
reports renders impossible an accurate 
appraisal of current earnings, the re- 
cent increase in the quarterly dividend 
on the common stock from 37!/, cents 
to 50 cents would seem to indicate 
moderate improvement. Mining activi- 
ties have unquestionably stimulated the 
demand for numerous products manu- 
factured by the company as has also 
increased road building. Ingersoll- 
Rand has long been a factor in Diesel 
motor development. These are being 


employed in increasing numbers to 
power tractors, steam shovels, private 
yachts and passenger ships, while wider 
adoption in airplanes is a distinct possi- 
bility. The company is also engaged, 
in conjunction with General Electric, 
in the manufacture of oil-electric loco- 
motives and this field also gives promise 
of material long term growth. While 
Ingersoll-Rand common’s market action 
has recently been unimpressive, we feel 
that its longer term potentialities war- 
rant full retention of present holdings. 


AMERICAN STORES CoO. 

It is my understanding that American 
Stores’ decline in profits has been entirely 
due to increased operating costs under the 
codes. Do you believe this can now be 
adjusted? Would you continue to hold this 
stock for early appreciation?—E. J. M., 
Trenton, N. J. 

Perhaps no business has been more 
severely hit by the theories and work- 
ings of the N R A than the retail chain 
stores. As a direct result of the 
NRA, operating expenses of Ameri- 
can Stores Co. were increased between 
$1,000,000 and $1,500,000 annually. 
A clearer understanding of this phase 
of the company’s operations can be ob- 
tained from the fact that for the first 
six months of the current year the pro- 
fit margin on each dollar volume of 
sales was 3.60% against 4.37% in the 
corresponding interval of 1933. Thus, 
while dollar sales volume for the eight 
months ended September 1, last, was 
5.6% above that reported in the same 
period of 1933 it is unlikely that net 


income has registered anything like the 
same gain. Despite the fact that un- 
der existing conditions increased earn- 
ings cannot be looked for this year, full 
1934 profits undoubtedly will cover 
current dividends by an ample margin, 
which factor coupled with the strong 
financial condition of the company 
merits favorable consideration of its 
shares for retention in the investors 
portfolio. The company represents 
one of the oldest and largest chain 
grocery store units in the country, hav- 
ing, at latest reports, more than 3,800 
retail grocery and meat markets, 
located for the most part in Pennsyl- 
vania. The conservative policies that 
have been largely responsible for the 
present position of the company, augur 
well for the longer term future pros- 
pects of its shares. 


AMERICAN MACHINE & 
FOUNDRY CoO. 


Because American Machine & Foundry’s 
profits so far have been ahead of last year, 
and because it is my understanding that 
there have been sharp gains in cigarette 
production, I had thought my stock would 
do better. Shall I continue to hold?—IWV. 
A. B., Baltimore, Md. 


Virtually monopolistic in its field, the 
competitive factor bears little weight in 
the operations and earnings of Ameri- 
can Machine & Foundry Co. In direct 


‘reflection of restricted consumption of 


cigarettes and cigars resulting from de- 

clining purchasing power of the public, 

earnings of the company last year were 
(Please turn to page 45) 


When Quick Service Is Required Send Us Prepaid a 
Telegram and Instruct Us to Reply Collect 
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THE WEEKLY BULLETIN 


Our weekly bulletin of eight pages is 
mailed every Tuesday. It contains clear- 
cut instructions upon the proper action 
to take on the sound issues selected by 
our market technicians; also, concise 
and up-to-the-minute descriptions of the 
Technical Position of the Stock Market, 
the Business Outlook and many informa- 
tive charts and tables. Special editions 
with specific recommendations are mailed 
frequently during the week. 





TELEGRAPHIC SERVICE 


Telegraphic Service is available on our 
three active market programs—Trading 
Advices, Bargain Indicator and Unusual 
Opportunities. Clients throughout the 
country can act on our recommendations 
within a few minutes after they are 
selected and take advantage of important 
intermediate swings at the most oppor- 
tune time. No extra charge is involved 
except the actual cost of wires. Mes- 
sages are worded in our Private Code 
and confirmed by mail the same day. 


CONSULTATION 
PRIVILEGES 


Our Personal Service Department will 
make a thorough analysis of your hold- 
ings upon your enrollment and will ad- 


' Vise you definitely what to retain and 


what to sell in order to keep your funds 
employed advantageously. During the 
entire term of your subscription we shall 


| be glad to have you consult us on any 


Issues in which you are interested. 





HIGHER SECURITY PRICES 


forecast by political and 
industrial developments 


Not since October, 1933—when a 27 point rise started—have technical and 
fundamental factors so impressively indicated sustained though selective market 


improvement! 


There is now a definite seasonal increase in business activity. Commercial 
credit continues to expand. With the objectionable features of the N R A! 
being eliminated industrial confidence is growing. The President has shown 
his determination to raise price levels. The Securities Exchange Commission 
has indicated its ability to regulate intelligently and with a view to encouraging 


legitimate market operations. 


Concentrate in Selected Issues 


You should take steps at present levels to place your capital in sound securi- 
ties that offer substantial price appreciation. If your stocks do not share in 
each buoyant phase of the market, you not only suffer losses but miss opportu- 


nities to increase the value of your portfolio. 


As a client, we shall advise you precisely what and when to buy and when to 
sell. In an aggressive, yet conservative manner we shall endeavor to build up 
your capital and income as rapidly as is consistent with sound market practice. 
So that you may participate fully in the anticipated recovery, we suggest that 
you place your enrollment to the Forecast without delay. 


eee 


The Investment and Business Forecast 
of The Magazine of Wall Street 
Cable Address: Tickerpub 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Forecast. 
I understand that regardless of the telegrams I select I will receive the complete service outlined by 
mail. ($125 will cover an entire year’s subscription.) 


90 Broad Street New York, N. Y. 


Send me collect telegrams on all recommendations checked below. (Wires will be sent you in 
our Private Code after our Code Book has had time to reach you.) 


i} TRADING 
ADVICES 


Short-term recommendations following the intermediate swings (to 
secure profits that may be applied to the purchase of investment and 
semi-investment securities). Four to six wires a month. Three to five 
stocks carried at a time. $1,000 capital sufficient to purchase 10 shares 
of all recommendations on over 50% margin. 


Speculative investments in low-priced but sound issues that offer 
[ ] UNUSUAL outstanding possibilities for market profit. Two to three wires a 
OPPORTUNITIES month, Three to five stocks carried at a time. $500 capital sufficient 


to purchase 10 shares of all recommendations on over 60% margin. 


Dividend-paying securities entitled to investment rating, with good 
profit possibiliies. Two to three wires a month. Three to five stocks 


] BARGAIN 


INDICATOR carried at a time. $1,000 capital sufficient to purchase 10 shares of 
all recommendations on over 50% margin. 
RMD: ih Siscs aewb Rais She elee Ree aN ee Aas oe Wie Ue ho eee teal meena Capital or Equity..........++- . 
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DU RHIN 


6, PLACE VENDOME, 6 
PARIS 


Situated in the Historic 
Place Vendéme with the 
finest shopping district in 
the world at its doors, handy 

to the best theatres and 
principal banks, close to the 
Tuileries Gardens and the 
Opera. A hotel distin- 
guished by that gracious 
| charm and comfort found in 
the best homes and ap- 
preciated by a discerning 
clientele. 


CHER 


————_—. 


Prices Adapted to Present Conditions 


Single room and bath........ 50 frs. 
Double room and bath....... 75 frs. 
Ee ere 100 frs. 


—No Taxes — 

















KEEP POSTED 


The pieces of literature listed below have 
been prepared with the utmost care by busi- 
ness houses advertising in this issue. They 
will be sent free upon request, direct from 
the issuing houses. Please ask for them by 
number. We urge our readers to take full 
advantage of this service. Address Keep 
Posted Department, The Magazine of Wall 
Street, 90 Broad Street, New York, N. Y. 





*‘ODD LOT TRADING’’ 
John Muir & Co., members New York 
Stock Exchange, are distributing their 
booklet to investors. (225) 


‘*TRADING METHODS’’ 
This handbook, issued by Chisholm & 
Chapman, contains much helpful informa- 
tion for traders A copy together with 
their Market Letter will be mailed upon 
request. (785) 


INVESTMENT PROFIT INSURANCE 
The most logical form of investment 
profit insurance is represented by the 
personal and continuous counsel rendered 
by the Investment Management Service. 
Write for full information. No obliga- 
tion. (861) 


**‘SOME FINANCIAL PACTS’’ 
An interesting booklet issued upon re- 
quest by the Bell Telephone Securities 
Co. (875) 


ELECTRIC BOND A SHARE CO. 
Full information or reports on companies 
identified with Electric Bond & Share Co., 
furnished upon request. (898) 


MARGIN REQUIREMENTS, COMMIS- 
SION CHARGES 


Springs & Co., have prepared a folder 
explaining margin requirements, commis- 
sion charges and trading units. Copies 
gladly sent investors and traders. (939) 














New York Stock Exchange 















Rails 





1932 1933 1934 _ inet Died 
= — ince e er 
A High Low High Low High Low 17/1/33 10/17/34 Share 
ee 94 171%; 80% 345% 13% 45% 444 58% 38 
Atlantic Coast Line......... 44 934 59 1614 5444 24% 2414 3214 <6 
B 
Baltimore & Ohio.......... 213% 334 81% 84% 3414 138% 134 16 .. 
Bangor & Aroostook 355; 914 41% 20 46%, 3514 29% 40 ay 
Brooklyn-Manhattan Transit 504% 11% 414 2134 44% 284% 2534 394 175 
1% 20% 1% 184% 11% 11% 12% sf 
oar a a Lee asiai 1% 9% 4914 245; 4854 3914 37% 4314 2.80 
C. M. & St. Pacts & Pacific.. 41% 4% 11% 8} 2% 2% 3 2 be 
Chicago & Northwestern. . 1444 2 16 i YY 15 4% 4% 6% 
Chicago, Rock Is. & Pacific.. 16 3% 1% 10% 2 6% 2 2 2% 
D 
Delaware & Hudson....... 9214 32 9334 375% 7314 35 35 42 
Delaware, Lack. & Western. 4574 84 46 174% 3334 14 14 19}¢ 
E 
yee errr 1134 2 2534 334 24% 9% 9% 13 
G 
Great Northern Pfd........ 25 54% 338% 456 3236 124 18% 161% 
H 
Hudson & Manhattan...... 3034 8 19 6% 12% 4% 4% 4% 
I 
Illinois Central............ 247% 4% 6034 84 38% 135% 1354 174 
Interborough Rapid Transit. 1454 2% 1334 4% 15% 5% 5% 144 
K 
Kansas City Southern...... 1514 24 24% 614 = 1934 65% 654 8)4 
Lehigh Valley............. 2914 5 2734 85% 2144 9% 9% 11% co 
Louisville & Nashville hose 3814 1% 6714 214 6214 3734 344 44 13 
M 
Mo., Kansas & Texas...... 13 14% 17% 534 147% 43% 43 6! 
N 
New York Central......... 3654 834 5814 14 4514 18% 18% 2214 
»N.H. & —- 3154 34% 11% 24) 9 9 1034 
Norfolk & Western... .. 135 7 177 111% 187 161 138 168 ; “10 
Northern Pacific........... 2534 5% 347% 9% 3614 1416 1444 2076 : 
P 
PERENGINEMA... 65:56 550865 2336 6% 4214 1334 8914 201% 20% 2314 {1 
Ss 2 
St. Louis-San Fran......... 65% % 9 % 4% 1% 1% 1% 
Southern Pacific. .......... 3754 6% 3834 11% 3334 14% 14% 185% 
Southern Railway.......... 1814 214 36 4% 3644 11% 11% #«©3+:17 
i 
Teses & Paces. ...66..65.. C8 13 43 15 4314 131% 13% 1814 
U 
eee 9414 2754 132 6144 1337¢ 90 90 102 
Ww 
Western Maryland......... 11%% 1% 16 4 1714 1% 6% 914 
Western Pacific........... 454 19 914 1 816 25% 2) 314 
e e 
Industrials and Miscellaneous 
1932 1933 1934 Low Last Div’d 
——___ ——_——_-—- ——-————_. Since Sale $ Per 
A High Low High Low High Low 7/1/33 10/17/34 Share 
Adams Express............ 914 154 1344 3 11% 6 6 1% Tt). 
Air Reduction, Inc. . 63% 30% 112 4744. 106144 9134 80% 5 *4\) 
Alaska Juneau 1654 134 33 11% 237% 1654 1654 18% *1.20 
Alleghany Corp....... 356 3% 84% % 544 1% 1% 1% - 
Allied Chemical & Dye . 88% 4214 1652 7034 160% 115% 107% 13114 6 
Allis Chalmers Mfg. . .. 16% 4 2634 6 23% 10%, 10% 1354 A 
Amer, Brake wae & Fdy.. 17% 6% 4214 9% 38 19% 19% 2844 .80 
4 f . 3% 295, 100% 4946 107% 90144 80 103 4 
17 3% 3934 6% 33% 12 12 17 “8 
27 11 89% 13 6214 2034 2034 28% e 
American & Foreign Power. . 15 3 1954 3% 1434 46 4 6% os 
Amer. International Corp. . 12 2% 15% 44% 11 434 434 634 a 
Amer. Mach. & es. . 22% 1% 22% 834 1934 123% 12 1754 80 
Amer. Power & Li 3 19% 4 1244 334 334 434 Ee 
Amer. Radiator & ae 3% 19’ 454 175% 10 10 1314 os 
Amer. Rolling Mill.. 3 31% 53 428% 13 12% 18% a 
Amer. Smelting & Refining 5% % 10%4 6144 30% 28% 37 a 
Amer. Steel Foundries 3 7 45% 2614 10% 10% 1334 <i 
Amer. Sugar Re: org seis 13 4 21% 2 46 4514 60% 2 
Amer. Tel. & Tel........... 704, 13434 86144 1254 10534 1055, 110% 9 
Amer. Tobacco Com....... 4014 90% 82% 6544 A 1844 5 
SS aaa 8934 44 9434 5034 8414 7 64% 8014 5 
Amer. Water eon & Elec. 34% 11 4314 10% 27% 14% 144% 16144 1 
Amer. Woolen. . re | 1% 17 % 17\% 7 7 9 Py 
do Pfd . 89% 15% 6714 2254 8334 36 36 y% {2}5 
Anaconda Copper ‘Mining. 19% 3 22% 1734 10 10 114 a 
Atlantic Refining .... .. 21% 85 3214 12% 3514 214% 21% 23 
EEE SSS 15134 2834 8444 573% 164% 1614 2834 
Aviation Corp., Del......... 8% 1% 16% 6% 10%4 334 334 4 
B 
Baldwin Loco. Works....... 12 2 1754 3% 16 6% 6% 84 
Barnsdall Corp............ 7 04 11 3 10 6 6 
Beatrice Creamery”. 4316 10 27 7 1934 10% 8% 1" 


42 When doing business with our siaciees kindly mention THE MAGAZINE OF WALL STRE’ 








a | 





P 


Curtis 


Diamor 
Dome | 
Domini 
Dougla 
Du Por 


Eastma 
Electric 
Elec. P 
Electric 
Endicot 


Firestor 
First N: 
Fox Fil: 
Freepor 


General 
General 
General 
General 
General 
General 
General 
General 
General 
Gillette 

Glidden 
Gold Dt 
Goodric] 
Goodyes 
Great W 


Hudson 
Hupp M 


Ingersoll 
Inter. Bu 
Inter. Ce 
Inter. Hi 
Inter. Ni 
Internati 
Inter. Te 


Johns-M 


Kelvinate 
Kenneco} 
Kresge ( 
Kroger G 


Lambert 
Lehman 


Libbey-q 
Liggett é 





Loew’s, 
Loose W 
Lorillard 


Mack T; 
Macy (R 
Marine 


! NOCTC 








div'd 


Div’d 
$ Per 
Share 


#414 


|. 20 


1 BS) menewrns: s * 


E 






B 


Beech-Nut Packing........ 
Bendix Aviation........... 

8 Serre 
pothlehean Steel Corp...... 
Bohn Aluminum........... 
Borden Company.......... 
Borg ve 


Brigg 
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Byers & Co. (A. 
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Canada ~~ Ginger Ale..... 
Case, jJ.L ° 
Caterpillar PEERCUOR 66 0i05 0 
Celanese Corp.. eaves 
Cerro de Paso Copper. Wacane 
Chesapeake Corp.......... 
ee 
Coca-Cola Co.. : 
Colgate-Palmolive-Peet.. 
Columbian Carbon......... 
Colum. Gas & Elec......... 
Commercial Credit......... 
Comm. Inv. Trust.......... 
Commercial Solvents....... 
Commonwealth & Southern. 
Congoleum-Nairn.......... 
Consolidated Gas of N.Y... 
- |.) SSP ee 
Continental Can, Inc........ 
Continental Insurance.... . 
Continental Oil............ 
Corn Products Refining.... . 
Crown Cork & Seal........ 
Cudahy Packing. . ; 
Curtis Wright, Common. 
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Diamond Match........... 

Dome MIMGGS.... 606s esss 

Dominion Stores........... 

Douglas Aircraft........... 

Du Pont de Nemours....... 
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Eastman Kodak Co........ 
Electric Auto Lite.......... 
Elec. Power & Light........ 
Electric Storage Battery... . 
Endicott-Johnson Corp..... 
F 
Firestone Tire & Rubber... . 
First National Stores...... 
Dex Pim, CLA. ........ 
Freeport Texas Co....... 
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General Amer. Transpt.. 
General Asphalt......... 
General Baking........ ES 
General Electric........... 
General Foods............. 
eee 
General Motors Corp..... ; 
General Railway Signal... .. 
General Refractories....... 
Gillette Safety _— 
Glidden Co.. Sera 
Gold Dust Corp... Stateless sare 
Goodrich Co. (B. F.)....... 
Goodyear Tire & Rubber... 
Great Western Sugar....... 
H 
Hudson Motor Car......... 
Hupp Motor Car........... 
I 
Ingersoll-Rand............ 
Inter. Business Machines... 
ee” eae 
Inter. Harvester........... 
oS} aaa 
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Electric Bond and 
Share Company 


Two Rector Street 





New York 














STOCKS 


ments, 


trading units furnished om request. 
Cash or Margin Accounts 


SPRINGS & CO. 


“BROKER AGE SERVICE SINCE 1898" 


Members {z 


60 Beaver St., New York 


= BONDS 
COMMODITIES 


Folder explaining margia require 


commission charges and 


Inquiries Invited 


F York Stock Exchange 
ew York Cotton Exchange 

Chicago Board of Trade 

and other leading joo 











Members 





Odd Lots—100 Share Lots 


ohn Muir& 


39 Broadway 


O. 
Established 1898 (C 


New York Stock Exchange 


New York 














Many 


Members 





52 Broadway 


OPENING AN ACCOUNT 
helpful hints on trading 
methods in our booklet. 

Ask for booklet MC6 
Any listed securities bought and sold 


(isHoLM 2@ (HaPMAN 


procedure and 
Copy free on request, 


Established 1907 
New York Stock Exchange 
ew York 











Dividends & Interest 





Federal Services Finance Corporation 


744 


Jackson Place, N. W. 


Washington, D. C. 


The regular quarterly dividend of $1.75 per 
share of Preferred, and $.50 per share of Com- 
mon Capital Stock for the quarter ending Sep- 


tember 30, 
1934, 


payable 


1934, was declared October 10, 


October 31, 1934, to stock- 


holders of record September 30, 1934. 








CONTINENTALCANCOMPANY | Inc. 


eS 


close of —— October 29, 
close. 
J. B. JEFFRUSS, JR., Treasurer. 


will not 


A regular quarterly dividend 
of sixty cents (60¢) per share 
on the common stock of this 
Company has been declared 
payable November 15, 1934, to 
stockholders of record at the 
1934. Books 








When writing to advertisers 
please mention 
The Magazine of Wall Street 
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A Trial Offer 


That Can Mean 


Money to You 
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The weeks and months just 
ahead will see many far-reach- 
ing developments. 


Timeliness will be the primary 
essential for successful invest- 
ing during this period. 


A clear understanding of 
trends can be of real value to 
you then. 





Start now to acquire 


this understanding 


By regularly reading The Ma- 
gazine of Wall Street you can 
attain a clear picture of the 
developments bearing on busi- 
ness and securities markets 
days and weeks before the in- 
formation is available through 
regular channels. 


You will be always posted on 
your present holdings and on 
new opportunities. Experts 
will point out bargains in high- 
grade securities—tell you when 
to buy—when to sell. 


Accept this Unusual 
Short-Term Offer 


Take advantage of our special “get- 
acquainted” short-term rate. Be sure 
of receiving the coming issues 
promptly during the important 
months ahead. Every issue will 
contain timely information of real 
money-value to you. 


Mail this coupon—now 











The MAGAZINE of WALL STREET 
90 BROAD STREET, NEW YORK 


(0 I enclose $1.00. Send me the four is- 
sues of The Magazine of Wall Street 
beginning with your next issue. 


(1 If you would like to have this special 
oar cover eight issues instead of four, 
check here and enclose $2.00. 
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When doing business 


New York Stock Exchange 
Price Range of Active Stocks 


Industrials and Miscellaneous (Continued ) 








1932 1933 1934 Low Last Div’d 
— —-*— oo Since Sale §$ Per 
M High Low High Low High Low 1/1/88 10/17/34 Share 
Mathieson Alkali.......... 207% 9 4654 14 4034 2314 2314 2744 1% 
May Dept. Stores.......... 20 9 33 934 445% 30 23 414% 1.60 
McIntyre, Porc M......... 2154 13 48 3% 18 5014 3814 2854 4644 2 
McKeesport Tin Plate. ..... 6244 28 9534 44% 9414 79 67% a, 4 
Mont. Ward & Co.......... 16% 314 28% 8% 3556 20 15% 287% we 
N 
Nash Motor Co. ee | 27 11 3214 1254 1554 1544 1 
National Biscuit . . .. 46% 2014 6054 31% 494 25% 2734 29% 2 
National Cash Register A Ao. 1834 235, 5% 2354 12 12 16% .50 
National Dairy Prod. .. 31% 14 4 2534 1014 1834 13 11% 16% 1.20 
National Distillers .. .. BY5 3514 207% 3154 16 16, 215% .. 
National Power & Light.. ... 203% "894 2014 6% 1514 6% 6% 8 -80 
National Steel . ere 1314 55% 15 5814 3414 33 37 - 1 
North Amer. Aviation... ... 65 14% 9 4 8% 25% 2% 3% ; 
North American Co........ 4314 1334 3614 1214 254% 11% 11% 13% .50 
oO 
Ohio Oil . Lene ree 11 5 1754 434 15% 84 84 914 20 
Otis Elevator.............. 22% 9 2514 10% 19% 13 36 1134 144 60 
Otis Steel.. ee 114 914 A 35% 3 ai 
Owens Ill. Glass. ee Et 12 9634 3114 94 60 60 146 3 
Pp 
Pacific Gas & “uae we. of 167% 31% 15 2314 123% 13% 1414 1% 
Pacific Lightin; ee i 2034 4336 22 37 2034 2034 24 
Packard Motor Ce aoe 544 1% 6% 134 65% 234 254 374 
Paramount Publix....... .. 11% 114 21 ye 5% 134 1% 434 ih 
Penney (J. C.) ee. ae 56 194 67% 651% 3515 664% ‘2.20 
Peoples Gas chicago. ee | 39 78 25 437% 22 22 a4 ; - 
Phelps Dodge Corp. . -.. £256 3% 187% 4 187% 13% 1134 14¥3 50 
Phillips Petroleum. ...... . 8% 2 18°34 434 2034 1354 11 13% . 
Procter & Gamble. .. 4234 197% 476 1954 414% 334 33% 89” 4 1% 
Public Service of N. J. on 28 571% 3254 45 29% 2916 3244 =2.80 
——_ See... ‘ao 1014 5814 18 5934 3514 353% 3934 3 
>). aS . 6% 27% 153% 2% 14% 6% 7 6% , 
Purity Bakeries . Loge OS 4% 25 34 5% 1934 9% 9% 934 1 
R 
Radio Corp. of America..... 131% 2% 1244 3 9% 416 4% 6 
Radio-Keith-Orpheum..... . 734 1% 534 1 44 1% 1% 2% 
Remington-Rand....... ee 7% 1 114% 2% 1334 6 54% 8% 
Republic Steel. . 18% 1% 23 4 2534 1044 9 13 
Reynolds (R. J. ) Tob. Cl. B. 4014 261% 5414 2614 50 3934 393 4934 3 
Ss 
Safeway Stores.. .. 69% 301% 6234 28 57 3814 3534 4414 3 
Sears, Roebuck & Co....... 3734 9% 47 124% 5144 31 30 411% J 
Seaboard Oil—Del. .. 20% 6% 4334 3834 2034 >. 221, *.90 
Sevel, In sass Be 1% 1% 1% 9 4% 314 5% ; 
Shattuck “e. 'G.).. 2-2 Se 5 1314 534 13% 634 Bx, 8K .24 
Shell Union Oil. . Seay 2% 115% 4 11% 6% 634 6\% g 
Simmons Co......... ..e. 18% 234 31 4% 24% 8% 8% 10 ‘ 
Socony-Vacuum Corp...... 124% 54 17 6 19% 12% 9% 13% .60 
So. Cal. Edison............ 3234 1534 28 14% 22% 10% 10% 12\% 1% 
Standard Brands.......... 17% 83% 875% 1334 2514 174% 174% 20\% 1 
Standard Gas & Elec.Co... 3414 71% 221 5% 17 6% 6 1% , 
Standard Oil of Calif....... 31% 151% 45 1914 42% 2614 261% 30 1 
Standard Oil of N Seite Sisk ecac oe 19% 47% 2234 501% 4054 33% 4114 1 
Sterling Products. oe ee ey 63 4534 6644 474 4534 63 3.80 
Stewart-Warner........... 8% 1% 11% 2 1054 4% 4% 634 ; 
Stone & Webster.......... 17% 456 19% 5 134 4% 4% 5% 
Studebaker Corp........... 1334 2% 8% 1% 9% 2% 3% 314 
Y 
Texas Corp .. 18% 91% 30% 1034 2934 20 18144 2054 1 
Texas Gulf Sulphur. . .. 26% 12 4544 15% 4314 30 2234 38 2 
Tide Water Assoc. Oil. ‘ 556 2 11% 3% 14% 8% 1% 8% : 
Timken Roller Bearing... sae ee 23 734 3516 13%4 41 24 21 2954 1 
Transamerica Corp. . es 1% 2% 9% 254 814 5% 434 53% $.25 
Tri-Continental Corp. . i 5 1% 834 234 634 3% 3% 4 a 
U 
Underwood-Elliott-Fisher... 243, 73% 3914 9% 5114 36 22% 49 2 
Union Carbide & Carbon.... 36%, 161% 51% 19% 50% 35% 341% 4414 1.40 
Union Oil of Cal. 4 8 23 34 84 2014 1144 1334 1454 
United Carbon 38 104 4614 35 20% 2.40 
United Corp..... 144% 4 8% 31% 34% “336 
United Frat. Pfd 40% 22% 87% 2414 22% 281% 3 
United Fruit 2314 494 + % 
i 25 18% 20% 1334 1334 1.20 
94 1314 6434 32 32 373, 
S: Pi 22% 6% 33 1514 12 19% 50 
U.S oo: ; se 1414 2 1234 S 4 
J SS Sere , 2% 11 1034 16% ? 
U.S. ae: Ref.& Min... 2234 10 1055 13%, 141 9654 5344 117% {9 
U. S. Steel Corp........... 5254 2144 6714 2334 597% 293% 293% 3334 : 
U.S. Sted Pid. ........... 113 61% 105% 53 9914 6714 674 76 2 
Util. Power & Lt. A........ 1034 1% 4 % 5% 1% 2 
Vv 
| Vanadium Corp............ 2834 6% 3614 15% $134 14 14 174% eo 
WwW 
Warner Brothers Pictures... 414 “4 9% 84 234 234 5% 
Western Union Tel. . — 12% 114 171; 66% 2914 29% 344 ‘ 
Westinghouse Air Brake... 18% 94 355% 11% 36 16% 15% 24% .50 
Westinghouse Elec. & Mie. . 48% 1554 5834 19% 47% 27% 27% 32 - 
White Motor.. . 21% 6% 261% 15% 28% 15 15 17 : 
Woolworth Co. (F. W.). . 4556 22 50% = ¥ 547% 414% 35 5044 «2.40 
Worthington 5 al & Mach. 24 5 39% 53 31% 1844 86 a 
Wrigley (W. Jr.) .. Pas. f 2514 57144 341 69% 5414 413% 63 3% 


t Paid this year. . * Including extra. 
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Answers to Inquiries 
(Continued from page 40) 
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the lowest since 1926. Subsequently, 
however, a turn for the better was 
definitely established during the initial 
half of the current year resulting from 
a pronounced expansion in cigarette 
consumption which resulted in in- 
creased demand for new cigarette and 
cigar making machinery. Moreover, 
the company’s bread baking machinery 
is being favorably received, and results 
from this division, based on latest re- 
ports, compare favorably with those of 
last year, as is the case in the metal 
alloy department. In the light of the 
foregoing, therefore, it is expected that 
results in the final half of the current 
year will moderately exceed per share 
returns of 50 cents on the no par capi- 
tal stock, reported for the first six 
months of 1934, which compared with 
45 cents a share for the initial half of 
1933. Financial condition is strong; 
current assets as of June 30, last, in- 
cduding $2,241,750 cash and market- 
able securities, amounted to $3,610,- 
210, against current liabilities of only 
$510,628. Securities contained in the 
company’s portfolio are evaluated on 
the basis of prices prevailing on Decem- 
ber 31, 1933. Based upon current 
earnings prospects, and present divi- 
dend, the shares are reasonably valued 
at prevailing quotations. Moreover, the 
possibility of a more liberal dividend in 
the not too distant future, should earn- 
ings permit, should ultimately result in 
higher prices for the shares. Hence, we 
see little reason for disturbing your 
present position in the stock. 


CONTINENTAL INSURANCE 
CO. 


Is it true that underwriting profits of 
insurance companies have recently shown 
considerable improvement, Continental In- 
surance among them? Do you believe this 
company’s stock attractive at current levels 
—or are any improved carnings laraely 
discounted in the present market price? 
—I. C. N., New York, N. Y. 

The Continental Insurance Co. is the 
largest unit of the “American Fore” 
group, one of the outstanding insur- 
ance associations of the country. The 
company writes a variety of insurance, 
including fire, automobile, transporta- 
tion, marine and aircraft. Continental 
had a very good record in the matter 
of underwriting profits last year and, 
based on present indications, it is ex- 
pected that underwriting results in 1934 
will be close to those of a year ago. 
The ratio of losses incurred to prem- 
ums earned in 1933, was only 45.3%, 
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compared with an average of 50.4% 
over the past five years. As a result, 
the Continental Insurance Co. was 
able to earn a profit of 16% of 
premiums—one of the best showings of 
all the leading units in the field. The 
company is heavily invested in common 
stocks, placing the company in a posi- 
tion to share directly in the benefits of 
improving industrial conditions. The 
market value of the portfolio is now 
such that the company no longer needs 
to carry a contingency reserve and the 
market value of its investments now 
exceeds the amount at which they are 
carried on the books. We believe the 
stock attractive around current levels 
as a longer term semi-investment. 


AMERICAN BRAKE SHOE CoO. 


What do you think of American Brake 
Shoe Co.’s prospects? Now that it is sell- 
and well below the 1934 high, it occurs to 
me that the stock might be a bargain.—O. 
J. D., Nutley, N. J. 


The American Brake Shoe & 
Foundry Co. is a leading manufacturer 
of a diversified line of railroad mainte- 
nance equipment, such as brake shoes 
and parts, track fixtures, car wheels, 
castings, steel forgings and bearings and 
brass castings for both railroad and in- 
dustrial use. Brake shoes and braking 
materials for automobiles and trucks 
also are manufactured. The fact that 
more than 85% of the business of the 
company is for replacement purposes 
has enabled American Brake Shoe to 
avoid the losses incurred by manufac- 
turers of original equipment. In the 
first six months of 1934, the company 
earned the equivalent of 53 cents a 
share on the common stock, after divi- 
dend requirements on the preferred 
stock, as compared with $2.53 per share 
on the 7% preferred stock in the 
similar period of 1933. The financial 
position at the close of June was very 
strong and the company has no funded 
debt. The present 80-cent annual 
dividend is considered well secured and 
likely will be increased as earnings 
warrant. On the basis of accumulated 
demand for railroad equipment the 
stock appears to have interesting poten- 
tialities and we would favor commit- 
ments provided you intend to maintain 
your equity over the longer term. 


SHELL UNION OIL CORP. 


What are your views on the present situ- 
ation in the oil tmdustry, and for Shell 
Union Oil in particular? How will this 
company be affected by lower crude oil 
prices? Would you advise me to hold or 
sell 200 shares averaging 84%4?—R. L. L.., 
Los Angeles, Calif. 


Operating as a thoroughly integrated 





unit in the petroleum industry, tne 
earnings record of Shell Union Oil 
Corp. during recent years quite accu- 
rately reflects overproduction and the 
resultant low selling prices of both 
crude oil and gasoline. Although 
operations of the company have re- 
sulted in sizable losses, the manage- 
ment has made considerable progress in 
adjusting capitalization to conform more 
closely with present conditions. In 
1929 the company had outstanding 
some $126,334,000 of funded debt 
which, by the end of last year, had 


been reduced to $79,636,500. In 
addition, the certificate of incor- 
poration was amended early this 


year to allow acquisition and retire- 
ment of the 514% cumulative pre- 
ferred stock from time to time at the 
discretion of directors. Despite the 
fact that the company has retired sub- 
stantial amounts of funded debt, finan- 
cial condition is featured by extreme 
liquidity. At the end of last year cur- 
rent assets totalled $78,399,163, against 
current liabilities of $21,615,112. Cash 
and marketable securities alone 
amounted to $26,645,779 at June 30, 
last. The apparent failure of the in- 
dustry’s code to prevent the production 
of “hot oil” admittedly creating con- 
siderable doubt among competent ob- 
servers as to the maintenance of crude 
oil prices. Retail gasoline prices have 
already been shaded in many sections 
of the country. In view of the impor- 
tance of the oil industry in the Govern- 
ment’s recovery program, however, it 
seems probable that wider powers will 
be granted to the Oil Administrator by 
the next Congress. Considering the 
fact that Shell Union is now in a posi- 
tion to purchase its preferred stock, 
upon which there are accumulated 
dividends, for retirement, the common 
stock may be expected to reflect im- 
provement in the industry resulting 
from more stringent regulation of pro- 
duction. At current amply depressed 
levels, therefore, we favor retention of 
the shares. 


CONGOLEUM-NAIRN, INC. 


Do you believe the investment possibili- 
ties of Congoleum-Nairn are sufficiently 
attractive to warrant holding it, rather than 
switching to other issues which are now 
selling near their lows for the year, and 
which might offer quicker profits in a ris- 
ing market?—A. G. S., Philadelphia, Pa. 


Expanding dermand for floor cover- 
ing, coupled with an improved price 
structure, enabled Congoleum-Nairn, 
Inc., to show a considerable expansion 
in its earnings last year when compared 
with the three immediately preceding 
years. Net income of $2,062,881 was 
equivalent, after preferred dividend re- 
cuirements, to $1.66 a share on the 
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common stock, as against $674,402, or 
50 cents a common share in 1932. 
Subsequently, all preferred stock and 
funded debt has been retired and the 
common now has sole claim on earn- 
ings. In the initial half of the current 
year net income was $1,346,174, 
equivalent to $1.11 a share on the com- 
mon stock, compared with 83 cents a 
share on the common in the first half of 
1933. Despite the retirement of all 
preferred stock and funded debt, finan- 
cial condition of the company as at 
June 30, 1934, was excellent as evi- 
denced by total current assets of $15,- 
295,658, including $7,777,839 cash and 
equivalent, and current liabilities of 
$674,887. A large part of the com- 
pany’s sales are made to mail order 
houses which are expected to benefit 
from higher farm income this year de- 
spite drought conditions in many sec- 
tions of the country. Moreover, the 
outlook for increased home construction 
and rehabilitation cannot be regarded 
as other than favorable from the subject 
company’s standpoint. With an at- 
tractive well secured dividend, there- 
fore, we fail to recognize the incentive 
to liquidate your holdings. 


BORDEN CoO. 


I have been told that Borden is one of 
the companies that should benefit by the 
drought. I will appreciate your explana- 
tion of this. Also, would you advise pur- 
ar’ at current prices?—T. F., New York, 


_ The Borden Co. is the second largest 
factor in the domestic dairy products 
industry. While its ice cream and 
food divisions contribute a sizable por- 
tion of earnings, the processing and 
sale of fluid milk is the chief profit 
determinant. In the years just prior 
to the current depression the consump- 
tion of milk was steadily upward at 
prices which made dairy farming ex- 
tremely profitable. Naturally, this en- 
couraged the expansion of dairy cattle 
herds. With the advent of the depres- 
sion and the resultant curtailed con- 
sumption of milk, the large surplus of 
that product led to low prices and 
quickened competition from indepen- 
dent marketers. Higher prices for 
feed-stuffs and curtailed forage, as the 
result of the drought, with milk prices 
still low, seem to indicate that the 
trend of milk production is downward 
and will remain so for some time to 
come. Of itself this development could 
not be regarded as other than favorable 
from the standpoint of the industry, 
but when, in addition, consumption ex- 
pands, as it has for the past several 
months, the outlook is decidedly prom- 
ising. Financial position of Borden 


is excellent and capitalization is emi- 
nently conservative, there being no 
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stock senior to the 4,396,704 shares of 
common and, with the exception of a 
small first mortgage on its New York 
City office building, no funded debt. 
Earnings for the full year 1934 are 
expected to be considerably above those 
of last year when the equivalent of 
$1.05 a share was shown. With the 
oversupply of milk apparently being 
corrected and with the outlook for ex- 
panding sales, we feel that Borden 
common offers attraction, at current 
levels, for inclusion in your portfolio. 


LEHN & FINK PRODUCTS CoO. 


In view of the attractive yield available 
on Lehn & Fink, I am thinking of acquir- 
ing 100 shares of this stock. Before taking 
action, however, I would appreciate an ex- 
~~ of your views —R. M. B., Buffalo, 
ie fe 


Lehn & Fink Products Co. manu- 
factures and distributes a wide variety 
of proprietary drugs, toiletries and cos- 
metics. Its leading brands include: 
“Hinds’ Honey and Almond Cream,” 
“Lysol,” “Dorothy Gray” cosmetics, 
and “Pebesco Tooth Paste.” Competi- 
tion from other advertised brands has 
become extremely keen during recent 
years and this has materially reduced 
unit sales and profits. Although the 
company recently adopted an aggres- 
sive advertising campaign, costs have 
thereby been increased and its ef- 
fectiveness has yet to be demonstrated. 
In the report for the nine months ended 
September 30, 1934, net income of 
$448,331 was equivalent to $1.12 a 
share on the capital stock, against 
$525,146, or $1.28 a share earned in 
the first nine months of 1933. Finan- 
cial condition is strong and capitaliza- 
tion consists solely of common stock. 
Nevertheless, we see little to indicate 
any early improvement in the existing 
competitive situation so that even the 
reduced annual dividend of $1.50 a 
share cannot be regarded as assured. 
In view of this uncertainty and the 
none too promising medium term 
earnings outlook for the company, 
therefore, we would not endorse com- 
mitments in the stock, feeling that there 
are more attractive opportunities else- 
where. 


GENERAL AMERICAN TRANS: 


PORTATION CORP. 


As a new subscriber, I will appreciate 
a review of the speculative and investment 
outlook for General American Transporta- 
tion, of which I hold 100 shares bought at 
around 31%. Also advise me if you look 
for any upward revision in dividends soon. 
—K. M., Cincinnati, Ohio. 


General American Transportation 
Corp. has in operation close to 60,000 


freight cars especially designed to meet 
the requirements of numerous indus 


tries. The transportation of food 
products utilizes approximately two. 
thirds of its facilities, but petroleum, 
chemicals, beer, etc., are also handled 
Truck competition, together with de. 
clining freight movement, accounted 
for the sharp decline in net income ex. 
perienced by the company in 1932 
when the equivalent of only $2.19 a 
share on the capital stock was shown 
as compared with $5.33 a share in 
1931. Earnings recovered, however, 
in 1933 when they equaled $2.50 a 
share and with $1.29 a share earned in 
the first six months, indications are that 
full year returns will approximate $3 
a share. With the outlook for more 
stringent regulation of trucks, fu 
ture competition from that source 
should at least be held within rea. 
sonable limits. In addition to oper 
ating the largest fleet of transporta- 
tion cars, the company is a leading 
factor in the manufacturing end of the 
business. It would seem reasonable to 
assume, therefore, that the need of the 
railroads for modern equipment will 
eventually stimulate its manufacturing 
division and thereby further enhance 
profits. With a strong financial condi- 
tion and favorable earnings outlook a 
more liberal dividend policy seems 
probable. At current levels, therefore, 
retention of your holdings is advised. 





What Price Prosperity? 
(Continued from page 11) 








the majority of skilled workers in other 
industries earn 60 cents an hour or less. 
The latter can not hire the services of 
the former. 

To cite another comparison, the na 
tional income was around $35,000,000, 
000 in 1915 and is no more than $45, 
000,000,000 today, if that much. The 
wages of bricklayers, carpenters, plas 
terers, painters and structural steel 
workers in 1915 ranged from 65 to 75 
cents an hour. Today they range from 
$1.30 to $1.70 an hour. 

In Great Britain wages of skilled 
building workers are around 40 cents 
an hour and but slightly higher than 
wages of other skilled labor. In Great 
Britain this year it is estimated that 
around 300,000 homes will be built. 
Last year in this country we built some 
12,000 homes and there will be no sig: 
nificant increase for 1934. 

President Roosevelt is on the right 
track when he hints that annual wages 
are more important than hourly 
wages, though there is scant reason to 
suppose building labor is ready to grasp 
the point. Active work at 60 cents 
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EXCLUSIVE 


They look like | 
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$3000 Cars 


but sell for 


*695 © 


and up, at factory 


T IS perfectly natural for dis- 

criminating people to want 
a motor car that is distinctive 
and different. 


Auburn specializes in build- 
ing that kind of a car. The New 
1935 Auburn has met with a 
tremendous reception, not 
only because it is new and 
strikingly different in design, 
but even more so because of 
its performance. 


Auburn gives you room and 
lots of it! Comfort the like of 
which you have never enjoyed 
before! There is a priceless 
feeling of security, confidence, 
and safety, on the road at all 
speeds. There is solidity in the 
way it steadily holds the road 
—there is steadfastness in the 
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way it runs in a straight line. 
It is a car for automobile connois- 
seurs—for those who have no pa- 
tience with mediocrity —for those 
who find satisfaction only in pos- 
sessions of unimpeachable quality. 


There is permanency about it. 
Its strength, its roominess, its rig- 
idness, and its precision of con- 
struction spell endurance. The 
more you drive it, the more you 
are impressed by the way it 
maintains its efficiency. Not one, 
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but the sum total of many im- 
provements, is responsible for 
the kind of service the new 
Auburn renders:—127-inch 
wheelbase, for the Eight; famous 
Lycoming engine; a frame of 
dreadnought strength; ride sta- 
bilizer; and of course, Dual-Ratio. 


We urge you to become ac- 
quainted with: this truly fine 
motor car, the price of which, 
considering its outstanding value, 
is remarkably low. 


AUBURN AUTOMOBILE COMPANY, AUBURN, INDIANA-— Division of Cord Corporation 
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an hour would yield considerably more 
over the year than a few days’ work 
at $1.70 per hour. 

In summary, the major part of the 
necessary correction of staple price 
disparities has been experienced, an im- 
proved economic balance has been 
established and the effect will prob- 
ably be to expand the volume of trade. 
But the most important disparities in 
finished goods and labor costs now act- 
ing to retard recovery have scarcely 
been touched. Unless deflated, they 
will remain an almost impossible 
obstacle to normal economic revival. 








How to Appraise a Common 
Stock Today 


(Continued from page 29) 








It depends upon the business. How- 
ever, the point that we wish to make 
can be illustrated by saying that it is 
quite obvious that the equity of com- 
mon stockholders in many utility hold- 
ing companies has not been adequate 
and that it is also indisputably true 
that stockholders in companies having 
few, if any, bonds and preferred stocks 
outstanding, have fared much the best 
in the difficult years through which we 
have just passed. 

It might perhaps be helpful to give 
the names of a few companies whose 
financial position appears such as to 
need no further building up and which 
might well pay out the best part of 
their earnings in dividends. A study 
of the balance sheets of such companies 
as Beech-Nut Packing, Corn Products 
Refining, Eastman Kodak, Allied 
Chemical & Dye, Congoleum Nairn 
and United Shoe Machinery, will be 
instructive as illustrating a formidably 
strong financial position. 

So far this discussion has confined 
itself to the selection of stock in the 
ordinary company from the ordinary 
investment standpoint. In these par- 
lous times, however, considerations other 
than that of ordinary investment are 
frequently a motivating force. For 
example, there has been much stock 
bought in the past two years as pro- 
tection against runaway commodity 
prices. It matters not in the slightest 
degree whether we have a so-called 
vicious inflation or whether it merely 
so happens that commodity prices rise. 
The effect on the investor is the same: 
he will find that the things that he can 
buy with the income derived from 
bonds and like investments will grow 
constantly less. He turns therefore to 
some company manufacturing a prod- 
uct that will participate in the general 
price rise, on the theory that if only 
the company can keep its unit volume 
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and the percentage of profit stable, 
earnings will increase and with them 
his dividends. But will the majority 
of companies manage to keep their unit 
volume and margin of profit stable: this 
is the crux of the whole matter? 

In actuality, it is probable that very 
few companies indeed would make 
such a showing and one is forced, there- 
fore, to the conclusion that common 
stocks cannot fully protect the investor 
from a great rise in the general price 
level. On the other hand, there are 
many valid reasons for believing that 
some companies will do better than 
others and it is possible to lay down 
a general rule for their selection. All 
companies whose products or services 
have a rigid or semi-rigid selling price 
will be avoided if it is protection 
against rising prices that is desired. 
The railroads and the public utilities 
would fall into this category, for their 
rates are subject to governmental regu- 
lation and there inevitably would be 
difficulty and delay before they could 
obtain the right to adjust their charges 
in line with increasing costs of labor 
and materials of all kinds. 

Enough has been said to make clear the 
importance of ascertaining that stocks 
finally selected actually do meet the re- 
quirements of the purpose for whichthey 
were intended. It matters not whether 
this purpose is protection against a ris- 
ing price level, safety of dollar princi- 
pal, or the return afforded, the rule is 
the same. Make sure that prospects, 
management, financial position, and 
equity all contribute to the likelihood 
of matters working out as desired. 
Never be without a comprehensive 
general plan and never buy “quota- 
tions”. 











Profits in Glass Manufacture 
(Continued from page 35) 








replacement demand. Among the vari- 
ous purposes for which glass contain- 
ers are used are included drugs and 
medicines, cosmetics, food, flavoring ex- 
tracts, soft drinks, paste, ink, polishes, 
etc. The containers in which these 
products are sold carry no rebate 
and once they are empty they are 
destroyed. Usually, the purchaser of 
beer in bottles pays a small deposit 
which is refunded upon return of the 
bottle which is later refilled. This, 
however, is not the procedure in the 
case of wine and other spirituous 
liquors and the bottles are destroyed. 
Moreover, the Government has ruled 
that every liquor bottle must bear in- 
destructible marks of identification of 
the maker and distiller to insure against 
the repurchasing of second-hand bot- 


tles and refilling them by bootleggers. 
Thus it is probable that while the inj- 
tial heavy demand for beer bottles will 


not be sustained, much of the slack: 


will be taken up by other types of 
liquor bottles. 

Owens-Illinois Glass Co. is the larg. 
est manufacturer of bottles and glass 
containers of all types and the com 
pany also manufactures bottle-making 
machinery which it leases on a royalty 
basis. Owens-Illinois also holds a sub 
stantial financial interest in the Con- 
tainer Corp. of America, engaged in 
the manufacture of paper cartons and 
boxes; and virtually all of the pre: 
ferred and common stock of the Clos- 
ure Service Co., manufacturing vari- 
ous types of bottle caps and closures. 
Thus, as a whole, the company presents 
a well-rounded organization. 

In 1933, Owens-Illinois retired $15, 
000,000 preferred stock and subsidiary 
debt, leaving 1,200,000 shares of com- 
mon stock outstanding as the sole capi- 
tal obligation. For the full 1933 year, 
the company earned the equivalent of 
$4.86 a share on the stock and for 
the 12-month period to September 30, 
1934, profits amounted to $5.07 a share 
against $3.86 a share for the same pe- 
riod of 1933. Added to the company’s 
strong financial position, these earnings 
lend assurance as to the security of 
the present $4 dividend recently placed 
into effect. 

Recently quoted at 71, the shares of 
Owens-Illinois Glass carry a rather gen- 
erous premium in recognition of both 
the company’s enterprising record and 
favorable prospects. It is to be granted, 
however, that the shares have consid- 
erable in their favor and meet the more 
exacting tests of an equity investment. 

Hazel-Atlas Glass produces a wide 
diversity of glass containers, including 
beer and liquor bottles and the well- 
known Mason and the E Z jars, used 
for home canning. In addition, the 
company manufactures an extensive 
line of pressed ware such as dishes, 
bowls, refrigerator sets, etc. Eleven 
plants located in various sections of 
the country provide Hazel-Atlas with 
its necessary manufacturing facilities 
and a plant devoted to the manufacture 
of various types of closures is operated 
at Wheeling, W. Va. Sand proper- 
ties owned in West Virginia and Okla- 
homa are important sources of raw ma- 
terials and sales offices are maintained 
in all of the principal cities of the 
United States. 

Financially strong, with cash and 
marketable securities equal to nearly 
$15 a share at the end of last year, 
and having no funded debt or pre- 
ferred stock, the company is able to 
pursue a generous dividend policy. 
Last year, earnings rose to record 
heights with profits equal to $6.22 a 
share on 434,409 shares of stock, com- 
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paring with $4.68 a share on a smaller 
number of shares in 1932 and the pre- 
yious record of $6.11 on 386,978 shares 
in 1927. Last year, regular dividends 
of $4 were augmented by an extra of 
| $1 and earlier this year the shares were 


) placed on a regular $5 basis. Reflect- 


| ing the absence of the temporary filip 
given to demand when beer was legal: 


© ized last year, earnings in the first 
half of the current year declined mod- 


erately to $2.59 a share comparing 


| with $2.74 a share in the same months 
B of 1933. 
' able that dividends will be covered by 
/ a modest margin. 


For the full year it is prob- 


At 83, the shares of Hazel-Atlas 
Glass yield a return of nearly 6%, or 
larger than any of the other three 
issues covered in this discussion. This 
condition doubtless arises from the 
policy of paying out the bulk of earn- 
ings in the form of dividends, rather 
than suggesting that dividends are less 
secure than in the case of the other 
companies. To this extent, therefore, 


| the shares of Hazel-Atlas afford the 


superior attraction as an income-pro- 
ducing vehicle. 





Latest Government Financ- 
ing Significant 
(Continued from page 25) 





most likely to do, the outlook from the 
point of view of purchasing power, both 
principal and interest, remains much as 
All the evi- 


' dence, including the stated intention 


of the Administration and the indisput- 
able fact that if only budget deficits go 
on long enough there is bound to be an 
inflationary rise in commodity prices, 


| continue to point over the longer term 


toa loss of purchasing power on the 
part of the owner of fixed-income 
securities. This is still the thing to 
At the present time a bond's 
position in an investment portfolio con- 


| tinues justified on the score of market- 


ability and the safety afforded a specific 
number of dollars, because all other 
forms of investment, including com- 


| mon stocks and real estate, are in them- 


selves speculative. This, however, may 
not be the case six months from today, 
although there should be sufficient 
warning to take a changed position with 
altering conditions. 
To reiterate, the owner of good 
nds never had very much to fear 


trom a decline in price, and there now 


seems to be even less. cause for alarm 
than was the case a few weeks ago, but 
a for the purchasing power of this 
stable dollar price . that is some- 
thing that the Government is still in 
Process of deciding. 
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The public utility system of 
Standard Gas and Electric Company 


serves 1,662 cities and towns of twenty states .. . combined 
population 6,000,000...total customers 1,569,296...installed 
generating capacity 1,586,694 kilowatts...properties operate 
under the direction of Byllesby Engineering and Manage- 
ment Corporation, the Company’s wholly-owned subsidiary. 





























Helped by Inflation 
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earnings for the common were running 
at the rate of $8.25 a year. For the 
eight months ended August 31 net was 
$3,056,605, equal to $5.78 per share 
of common, as compared with $1,412,- 
160, or $2.67 per share, in the corre- 
sponding period of 1933. Over the 
near term, earnings will closely relate 
to the world price of silver, now around 
54 cents an ounce. They would tend 
to mount rapidly with any further ad- 
vance in silver and any further devalu- 
ation of the dollar. 

With United States Smelting com- 
mon currently selling around 120 and 
American Smelting around 35, neither 
can be said to be out of line with prob- 
able earning power. In working capital 
ratios there is little to choose between 
them. Because of its greater diversifica- 
tion, however, and its larger stake in an 
ultimate orthodox economic recovery it 
appears a reasonable conclusion that 
there is less short-term risk and greater 
long-term promise in American Smelt- 
ing than in the smaller runner-up. 





Your Money and Mine 
(Continued from page 19) 








sisting of three cycles of ten transac- 
tions each, or twenty-four transactions 
of three cycles of eight transactions 
each. The important point is that the 
velocity is an unvariable factor inte- 
grated in the functioning of our com- 
plicated structure, and that it makes 
an average of three complete cycles 
from consumer to the producer of raw 
material per annum. 

Therefore the total annual purchas- 
ing power of the nation—the total 
wages, salary and income-—will be 
three times the total stock of active 


money in circulation, i.e., the total of 
demand deposits in all our commercial 
banks, plus currency and coin in actual 
circulation. 

If additional money is put into cir- 
culation, it follows the well worn 
grooves which are the product of the 
evolution of our complicated but per- 
fectly balanced industrial structure. It 
can have only one result—the increase 
in the exchange of goods and services up 
to the limit of our producing capacity. 
Every dollar will add three dollars to 
the national income. Its velocity does 
not and cannot vary. 

Subjecting the above formule to the 
two most extreme years, 1929—the 
peak of inflation; and 1932—the bot- 
tom of the depression, we have 


1929 Money in actual circulation. .27 billior 
1932 Money in actual circulation. .16 billio: 
1929 National income 
1932 National income 


As money is withdrawn from circ 
lation and surplus goods accumulat 
the first effect is curtailment of produ 
tion with resultant unemployme: 
Prices and wages yield more slowly, b 
eventually the pressure to sell these 
surpluses naturally depresses prices, and 
there begins the whole disorganizing 
series of decreasing profits, income, 
salaries, wages, and employment, which 
separates these variable factors from 
their proper relation to fixed charges, 
and unhinges our whole economic 
structure. 

The report from the United States 
Monetary Commission in 1877 says in 
part: 

“When money is decreasing in vol- 
ume prices have no bottom except a 
receding one, and they are inexorably 
ruled by the volume of money.” 

“In the whole history of the world 
every great and general fall in prices 
has been preceded by a decrease in the 
volume of money.” 

“At the Christian era the metallic 
money of the Roman Empire amounted 
to 1,800 million dollars. At the end 
of the Fifteenth century it had shrunk 
to 200 million dollars.” 

“During this period a most extraordi- 
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nary and baleful change took place in 
the history of the world. The people 
were reduced by poverty to the most 
degraded condition of serfdom and 
misery. The disintegration of society 
was almost complete.” 

“The conditions of life were so hard 
that individual selfishness was the only 
instinct consistent with self-preserva- 
tion.” 

“All public spirit, all generous emo- 
tions, all noble aspirations of men 
shriveled and disappeared as the volume 
of money shrunk and prices fell.” 

“Without money civilization could 
not have had a beginning with a 
diminishing supply it must languish, 
and unless relieved, finally perish.” 

Since 1928, we have had here in the 
United States to a limited extent, a 
repetition of the historic Dark Ages. 
A progressive contraction of the bank 
deposit money in circulation and the 
consequent parallel cessation of the 
creation and exchange of wealth, with 
its inevitable shrinkage in prices and 
values, its increasing unemployment, 
bankruptcy, poverty and distress. 

Shifting purchasing power from one 
group to another does not affect the 
gross business of the nation, nor does 
dividing our meager dollars between 
more persons increase the purchasing 
power of the dollar. 

We are creating and exchanging the 
maximum of goods and services which 
is possible with our present diminished 
supply of circulating money. 





Rebuilding Our Foreign 
Trade 
(Continued from page 14) 





most-favored-nation treaty, in conjunc: 
tion with reciprocal agreements, tends 
to spread a revival in the international 
flow of goods, rather than to restrict it 
in narrow channels. A single treaty 
aids a dozen nations and the psycho- 
logical effect of less restricted trade in- 
creases by geometrical progression. 
The passing of the Reciprocal Trade 
Act means more, I feel, than the estab- 
lishment of a mechanism by which to 
conduct commerce with nations beyond 
our shores. It means rather a positive 
official approval of a doctrine which, 
when enunciated a few years ago by 
statesmen and economists, was a voice 
crying in the wilderness, the doctrine 
stating that to sell a nation must also 
buy; that to be paid a nation must 
allow its debtor the means of payment. 
Further, the negotiation of trading 
agreements is more than a mere com- 
mercial contract for the moving of 
goods. It is one of the conditions 
essential to a revival of prosperity in 
all the countries participating. More- 


over, it is also the basis and the stimu- 
lus of a more wholesome and enduring 
international amity. Trade may fol- 
low the flag, but following trade are 
the exchange of ideas, the understand- 
ing of peoples and mutual progress and 
advancement. The announcement of 
intent to negotiate is itself the first of 
a chain of incidents the cumulative 
effect of which is international peace 
and good will. The fact that we are 
on our way in these international ne- 
gotiations is already having excellent 
effect in stimulating our world trade 
with nations not yet reached in our 
negotiations. 





Home Renovation—A Spur 
to Durable Goods 


(Continued from page 24) 





extent that their owners can afford. 
The outlay would vary all the way 
from minor expenditures of fifty dol- 
lars or so in some homes to two or 
three thousand dollars in others. But 
the average in all homes might very 
well run to between two and three 
hundred dollars. In addition would 
be the repairs and improvements to all 
types of stores, offices, factories and 
other business property which may be 
undertaken on modernization loans. 
This might mean a total of new busi- 
ness running up to five or six billion 
dollars, and, as this money circulates 
throughout the economic system, new 
jobs for five or six million workers. 

Only one question stands in the way 
of a full realization of these possibili- 
ties—the question of incurring the in- 
debtedness involved. But the misgiv- 
ings on this score are based upon fail- 
ure to make a distinction between two 
totally different kinds of debt—that 
which represents a dead load on the 
individual or on society and that which 
comes into being merely as an offset 
to the creation of new values. Debt 
incurred for current consumption, with- 
out giving rise to the production of 
anything that would not otherwise be 
produced, is indeed something to excite 
misgivings. But when debt results 
from the production of lasting values, 
through the use of capital and labor 
which would otherwise be idle, it rep- 
resents a net gain to society as a whole 


and a net addition to the wealth of 


the individual incurring it equivalent 
to the amount involved. Indeed, when 
the debt is contracted to stop further 
deterioration of property values, it may 
very properly be considered as adding 
doubly to the wealth of the individual. 
The whole process is merely a device 
whereby accumulated savings can be 
made use of by persons who need them 


rather than by those who have them, 
The only serious question to be consid. 
ered is whether the individual incurring 
this kind of debt can pay it off when 
due. He can certainly do so if he has 
an income adequate at the outset to 
meet the periodic payments and if such 
income is assured of continuance. Con: 
tinuance can be best assured by in- 
creased economic activity of all kinds, 
everywhere, which is certain to result 
immediately from success of the mod- 
ernization and improvement programs, 
and in the long run from the new con- 


‘struction which will be made possible 


through the long-range program of the 
Federal Housing Administration. The 
whole undertaking can generate its own 
power as it goes along. 





Significant Foreign Events 
(Continued from page 16) 





censure this month from the militarist 
element, which is as antagonistic to 
capitalism as to foreign intervention 
in the Far East. 

The inference is made that the ap- 
proaching race for naval armament in 
the Pacific will break the back of Japa 
nese economy, and that a new form of 
government verging toward either Fas- 
cism or Feudalism might be substituted 
to champion Japan’s military ambitions. 


* 


South Africa 


South African gold mines report 2 
decline in net profits for the current 
year in spite of the fact that gold 
prices have reached an unprecedented 
peak in the London market. This fact 
is attributed primarily to the policy 
pursued by most companies in South 
Africa of working progressively poor 
grades of ore as the price of gold rises. 

Net profits of these companies have 
accordingly diminished during the cur 
rent year, with the result that the 
South African Treasury has been em 
barrassed by tax receipts below budge’ 
tary estimates. Unless the South Afrr 
can mines wish to have the fiscal screws 
tightened in the future, reports from 
Johannesburg indicate that steps must 
inevitably be taken to resume the ex 
ploitation of the richer fields. 

Stockholders, moreover, are more 
interested in receiving dividends than 
in prolonging the life of the mines. 
If this action is taken, further increases 
in the world’s gold production would 
result, and from a cyclical standpoint 
will engender not an immediate, but a 
long term decline in the market value 
of the gold mining securities. 

The present artificial high price of 
gold is fundamentally due to the lack 
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{ confidence in the value of other 
gmmodities. It follows that a restora- 
jn of confidence in world economy 
wuld simultaneously inversely affect 
ir speculative gold demand. 





fow Far Can This Market 
GoP 


(Continued from page 9) 





gsonal increase, due largely to coal 
dipments, but remain substantially un- 
it the level of a year ago. Electric 
wwer production has declined slightly 
ta time of normal seasonal advance. - 
As for some weeks past the retail 
rade reports constitute the brightest 
got in the current picture. Chain and 
gpartment stores report an aggregate 
vel of business holding up to the im- 
woved performance of September, a 
ight slackening of the pace in the 
Middle West being taken up by mod- 
mite and belated betterment in the 
fst. Doubtless the reaction in West- 
mtrade reflects the recent softening 
dencies in farm product prices, 
which apparently and at least tempo- 
ntily had overdone the drought-cre- 
wed speculation. 





Sales at Record High but 


Tobacco Prices Rising 
(Continued from page 31) 








ile reduction of 250 million pounds 
nthe current crop of this type of to- 
eo. The crop for burley tobacco 
iiewise will be lower but a substantial 
aty-over should restrict rising prices 
it the present. Of these two types 
t tobacco, flue-cured accounts for 
ut 60% of the total consumed in 
te manufacture of cigarettes, with the 
hance being made up of burley and, 
a much lesser extent, Turkish to- 
tacos. 

While the full effect of higher prices 
wll be alleviated to some extent be- 
aise it is the policy of the industry 
Waverage inventory costs over a three- 
jar period, there is no gainsaying the 
et that profit margins will be pared 
van unpredictable extent. Some esti- 
tutes indicate that the rise which has 
drady taken place will result in add- 
t’ 12% cents a thousand to the cost 
‘cigarettes. This would be equival- 
ta 30% reduction in the present 
“cent profit margin. While the large 
‘mpanies would be able to absorb this 
‘duction without irreparable damage, 
tnufacturers of 10-cent brands would 
Itually be put out of business when 
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Alum. Co. of Amer. . 

Amer. Cyanamid B. (.25) 
Amer. Gas & Elec. (1).. 
Amer. Lt. & Tr. (1.20) 
Amer. Superpower 

Assoc. Gas Elec. “‘A’’....... 
Atlas Corp 

Canadian Indus. Alco. ‘‘A’’.. 
CHIOR HOTVICO .. cece cc cscs. 
Cities Service Pfd.......... 
Colum. G. & E. cv. Pfd. 
Consol. Gas Balt. (3.60) 
Cord Corp. (.25) 

Creole Petroleum 

Distillers Cp. Seag 

Elec. Bond & Share 

Elec. Bond & Share Pfd. 
Elec. Pr. Assoc. (.40)....... 
Ford Motor of Can. “‘A’”’.... 
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General Aviation........... 


oO 
oo\S\oo 


@\IP\od\ ca NAA 


a 
NSH co 8 


1934 
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General Tire 

Glen Alden Coal ; 
Great A. & P. Tea N.-V. 
Gulf Oil of Pa.......... 
Hudson Bay M. & S. 
Humble Oil (1)..... 
Imperial Oil (.65) . . 
Inter. Petrol. (1.56) . 

e Shore Mines (3). : 
Niagara Hudson Pwr....... 
Novadel-Agene (2) 

St. Regis Paper...... 

South Penn Oil (1.20) 
Switt & Co. (.80).........% 
a, 2 
United Founders......... 
United Gas Corp..... 


United Lt. & Pwr. A.... ; 
United Shoe Mach (5)...... 
Walker Hiram H. W........ 
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present stocks “of leaf tobacco are ex- 
hausted. 

As an offset to higher tobacco costs, 
there are two possibilities, either or 
both of which might conceivably ma- 
terialize in the next few months. The 
first is a reduction in the Federal tax 
on cigarettes. A 40% cut in this tax 
was defeated at the last session of Con- 
gress but another similar proposal is 
almost certain to be introduced next 
year in Congress. In view of the rise 
in leaf prices, it is doubtful whether 
manufacturers will adhere fully to 
their previous intention of passing the 
entire tax reduction along to consum- 
ers. Originally it was argued that a 
reduction in taxes accompanied by a 
corresponding cut in prices would be 
largely offset by increased consumption. 
The same contention might be equally 
valid even if prices were reduced less 
than the full amount of the tax reduc- 
tion and further, manufacturers might 
defend a change in their former stand 
by citing the higher prices for leaf 
tobacco and the resulting benefits to 
the tobacco farmer. 

There is also the possibility that 
wholesale prices will be advanced again, 
early in 1935, if not sooner, with high- 
er tobacco prices, of course, being the 
motivating factor. Peculiarly enough, 
one of the reasons which might influ- 
ence manufacturers of the popular 13- 
cent brands in the belief that an ad- 
vance in prices would mean no serious 
loss of advantage to the 10-cent brands 
is the substantial gain in the consump- 
tion of several independent brands re- 
tailing for 15 cents. 

As a matter of fact, it is more than 
likely, now that the menace of the 10- 
cent brands is no longer potent, that 
the Big Four are more concerned with 


the progress which has been made by 
these higher priced brands. In the 
front rank of the 15-cent brands are: 
Spud, manufactured by Axton-Fisher; 
Kool, sponsored by Brown & William- 
son; and Philip Morris, the product of 
Philip Morris. The two former brands 
are the mentholated type, while the 
latter is the conventional cigarette. A 
new brand, Kentucky Winners, has 
been recently introduced in the East, 
which features a new type of paper. 
This is being marketed by the Penn 
Tobacco Co. 

As yet all of these 15-cent brands 
together may not account for more 
than 10 billion cigarettes annually. 
The important point, however, is that 
they have made progress against the 
stiffest kind of competition and with 
more aggressive advertising campaigns 
planned for next year, they may furth- 
er enlarge their proportion of the mar- 
ket at the expense of one or more of 
the Big Four. 

In summary, it is clearly evident so 
far as the prospects for the Big Four 
cigarette companies are concerned, that 
unpredictable factors predominate. Be- 
yond the probability that current earn- 
ings will be materially better than last 
year, any longer range forecast must 
be withheld until there is more definite 
knowledge as to the course of pending 
events. In the interim, however, in- 
vestors in the shares of the Big Four 
have the assurance implied by the estab- 
lished position of these companies in a 
prosperous industry, the security of 
dividend income which improving earn- 
ings and unquestionable financial 
strength connotes, and reasonable pros- 
pects of some appreciation from current 
levels, particularly if the retail price is 
again advanced. 
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STATEMENT OF THE OWNER- 

SHIP, MANAGEMENT, CIRCULA- 

TION, ETC., REQUIRED BY THE 
ACT OF MARCH 3, 1933 


Of THe Macazine oF Watt Street, published 
every two weeks at New York, N. Y., for Oct. 1, 
1934. 

State of New York 1 

County of New York § **: 

Before me, a Notary Public in and for the 
State and county aforesaid, personally appeared 
E. Kenneth Burger, who having been duly sworn 
according to law, deposes and says that he is the 
Managing Fditor of THe Macazine oF Watt 
StrEFT and that the following is, to the best of 
his knowledge and belief, a true statement of the 
ownership, management (and if a daily paper, 
the circulation), etc., of the aforesaid publication 
for the date shown in the above caption, required 
by the Act of March 3, 1933, embodied in section 
537, Postal Laws and Regulations, printed on the 
reverse of this form, to wit: 

1. That the names and addresses of the pub- 
lisher, editor, managing editor, and business man- 
agers are: 

Publisher—C. G. 
York, N. Y. 

E 


Managing Editor—E. 
Broad St., New York, N. 


Business Managers—Edgar P. 
Broad St., New York, N. Y. 


Wyckoff, 90 Broad St., New 


ws Burger, 90 


Hildreth, 90 


2. That the owner is: (If owned by a cor- 
poration, its name and address must be stated and 
also immediately thereunder the names and ad- 
dresses of stockholders owning or holding one 
per cent‘or more of total amount of stock. If not 
owned by a corporation, the names and addresses 
of the individual owners must be given. If owned 
by a firm, company, or other unincorporated con- 
cern, its name and address, as well as those of 
each individual member must be given.) 


The Ticker os Co., Inc., 90 Broad St., 
New York, N. 
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Happening in Washington 
(Continued from page 21) 
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if a city of 500,000 people had 22 


more people in good-paying jobs 
it has ever had since the war 


human unit in the town would 








of which we have boasted these many 


a job of some kind. Not so. 
22,000 new employees in the to 
principal industry have not sopped 


the 17,000 laborers, mechanics and 


digenous white-collarites who have 


years is capable of enormous expansion Gy the relief rolls for months or y 





C. G. Wyckoff, Inc. (stockholder), 7 West 10th 
St., Wilmington, Del., the stockholders of which 
da G. Wyckoff, 90 Broad St., New York, 

3. That the known bondholders, mortgagees, 
and other security holders owning or holding 1 
per cent or more of total amount of bonds, mort- 
gages, or other securities are: (If there are none, 
so state.) 


Alma Wyckoff, Manufacturer’s Trust Co. and 
Jacob Scholer, as executors of the estate of R. D. 
Wyckoff, Greenwood Lake, N. Y. (bondholder). 


C. G. Wyckoff, Inc. (bondholder), 7 West 10th 
St., Wilmington, Del., the stockholders of which 
a G. Wyckoff, 90 Broad St., New York, 


4. That the two paragraphs next above, giving 
the names of the owners, stockholders, and secur- 
ity holders, if any, contain not only the list of 
stockholders and security holders as they appear 
upon the books «¢ the company but also, in cases 
where the stockholder or security holder appears 
upon the books of the company as trustee or in 
any other fid ciary relation, the name of the 
person or cot ration for whom such trustee is 
acting, is given; also that the said two paragraphs 
contain statements embracing affiant’s full knowl- 
edge and belief as to the circumstances and condi- 
tions under which stockholders and security hold- 
ers who d@> not appear upon the books of the 
company us trustees, hold stock and securities in 
a capacity other than that of a bona fide owner; 
and this affant has no reason to believe that any 
other person, association, or corporation has any 
interest direct or indirect in the said stock, 
bonds, or other securities than as so st ated by him, 

That the average number of copies of each 
issue of this publication sold or distributed, 
through the mails or otherwise, to paid subscrib- 
ers during the months preceding the date shown 
above is—(This information is required from daily 
publications only.) 


E. KENNETH BURGER 
Managing Editor 
Sworn to and subscribed before me this 1st day 
of October, 1934 
[Seal] RALPH J. SCHOONMAKER 
Notary Public, Westchester Co. 
Cert. filed in N. Y. Co. No. 1355. 
Reg. No. 5S818. 


(My commission expires March 30, 1935.) 


wherever we can solve the problem of 
distribution—of providing ourselves 
access with our individual products to 
those of our neighbors. Among us, we 
have all that we want or need ever 
want. It’s merely a swapping problem, 
but what a “merely”! 


City of Washington presents in 
microsm the nation-wide existence side 
by side of prosperity and misery under 
present conditions. The business of 
this city is the production of govern- 
ment. It has 83,000 operatives on the 
payrolls of the government “factories”. 
That is 22,000 more than it had in the 
winter of 1932. You would think that 


They have absorbed domestic servé 
store clerks and stenographers, but 

have not made a dent on the hug 
mass which serves with building 

shovel and pick, transit, level, draft 
board, distribution of securities, te 
ing, scientific research, etc. 
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whole | 
gained 20 per cent but unemp 
ment remains what it was. Thé 
verse facts are reflected in crow 


roadho 


prosperous theaters, glamorous ff 


clubs, buzzing stores, congested jf 


fic—and throngs of men and§ 
men lined up for petty cash 
or miserable made jobs. 
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